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Two Banking Systems Needed 
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An impartial discussion of one of 
the A. B. A. Convention topics 


Criticism Was Faced Frankly 
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Public relations was the keynote 
of this most helpful Convention 
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ZY \ New Banking Laws Proposed 
cy Legislation was most prominent 
in the discussions at Los Angeles 
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CON#®#I DENCE 
COOMES FIRST 


Tee First National Bank has become 
one of America’s great banks—the 
largest in Saint Louis because of the 
public’s confidence in its sound man- 
agement, proved thru good times 
and bad times during seventy-five 
years. This relation has enabled the 
First National Bank to meet particu- 
larly well the banking needs of these 


changing times, and to provide a serv- 


ice for correspondents unexcelled in 


the Middle West. 


St. Louis’ Largest Bank 


Capital and Surplus $17,000,000.00 ¢« « Resources Over $185,000,000.00 








INTO A BUSY FALL AND WINTER 


Bomass IS TIRED of loafing down 
the track. Renewed vigor and activity is 
sending the general trend of business up- 
ward for the first time in many months. 

We have no desire to sound a note of 
false optimism. 

But here are significant developments 
which have taken place in the states of 
Minnesota, the Dakotas and Montana in 
the last few months. 

A rise in livestock prices from June 
15 to August 15 has added $13,093,500 
to the value of hogs and cattle expected 
to be sold by the first of the year. Live- 
stock represents 34.8% of cash farm 
income in these states. 

Rising prices of butterfat have put an 
additional value of $2,550,000 on the 
estimated fall tonnage of butter in Minne- 
sota alone. Butter and milk products are 
27.8% of cash farm income in this state. 

* * * 

Grain crops in the four states are 
about up to five year averages in nearly 
all cases. While prices continue unsatis- 
factory, growers at least have crops to 
sell and feed, whereas last year yields 





were distressingly low. Wheat in Mon- 

tana, for instance, is four times the 1931 

crop—in North Dakota, three and a half 

times. Wheat alone provides 21.8% of 

farm cash income in the four states. 
* * 7 

All these facts do not imply a magical 
return of prosperity. They are important 
rifts in the clouds, which show which 
way the wind is blowing. 

Add to the farm picture the spectacle 
of inventories so low in many lines of 
business that buyers must wait for their 
orders to be manufactured. Consider the 
Industrial Rehabilitation Committees now 
at work all over the country to speed up 
manufacturing and subsequent employ- 
ment, which means that more people will 
have more money to buy and consume 
more farm products at better prices. 


A 


CREAT BANKING 
INSTITUTION 


May 
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To those who have the courage and 
determination to press on, bearing these 
united movements in mind, fall and 
winter will be a busy season. All industry 
and agriculture can build on the com- 
bined strength of rising trends in farm 
prices and employment. 


Ready to Loan Money 


We repeat our statement of last March. 
We of the Northwest Bancorporation 
and its affiliates stand ready and willing 
—even anxious—to lend money to those 
who are conducting sound, well-managed 
enterprises. 

7 - * 

There is coal and water in the tender. 
The boiler is fired. The train is waiting. 
Let’s stoke up and go. 


NORTHWEST BANCORPORATION 


MINNEAPOLIS, MINNESOTA 





Chicago— 
City of Unlimited Possibilities 


Market of the Mississippi Valley. Railway 
crossroads of the Nation. Grain trading 
center of the Western Hemisphere. Leader 


in live stock and meat packing. Birth- 





place of the mail order business. Home 
of the implement industry. Meeting point 
of iron ore and coal. Port of the inland 


seas. Chicago—metropolis of the West 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 
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One-Sentence 


Editorials 
(Inspired by A. B. A. discussions) 


WORD of understanding from 
you will encourage any local 
business man more than a ten- 


minute lecture. 
* 


It is far better to run your bank 
for the protection of the depositors 
than to merely satisfy the demands 
of the examiner. 


* 

It will pay to put your bank 
into a position that will enable it 
to join the Federal Reserve System 
(if you are not a member) whether 
you actually join it or not. 

e 

Every customer wants to learn 
about banking now, and if you 
don’t teach him, someone who is 
not well informed may mislead him 


on many important subjects. 
* 


If you have now become con- 
vinced that $1 balances are an 
expense to your bank, take steps 
immediately to get rid of them or 
to build them to a profitable size. 


a 
Make more use of the man or 
woman who has abilities beyond 
his present position. 


* 

Confidence is contagious and it 
will spread, if residents of your 
town are brought into association 
with your customers who are en- 
thusiastically confident of your 
bank’s safety. 


+ 
New banking laws are certain to 
be passed by legislators who are 
not sure of their ground unless you 
take it upon yourself to educate 


the legislators you know. 
e 


It will pay you to make a real 
study of the money that leaves 
your town every week to see if you 
can use some method to keep it at 
home. 
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Show Enthusiasm For Banking 


A Guest Editorial 


By C. M. JOHNSON 


For 30 Years A Banker In Pennsylvania 


HAVE called on 20 neighboring bankers in 

the past 10 days to discuss the ideas I have 
found effective and which, without exception, 
I know they need. Every one has said he was 
disgusted with banking and one told me he 
had bought Liberty Bonds to match the par 
value of his stock holdings in his bank to 
meet any assessment, if things go wrong. 

An analysis of his bank’s affairs shows no 
inherent weakness and apparently the only 
thing that could make his bank go wrong is 
his own attitude, his own lack of courage and 
enthusiasm. And yet he complains that his 
customers lack confidence, when he himself is 
the worst offender. 


I am not disgusted with bankers, but I am 
thoroughly disgusted with some bankers. It 
is easy enough to be a so-called banker when 
the economic and financial skies are fair and 
the bank will run on its own momentum. 
Then all that is needed is a title, an office, and 
a salary. But when a crisis comes, too many 
bankers complain but do nothing. In fact, 
they do not know what to do. 

I have never had an easy job in my 30 years 
of banking. I have had more heartaches than 
any man I know, but I am still enthusiastic 
about banking. Enthusiasm coupled with cour- 
age is the thing most needed in banking today. 


y.. of my trials, tribulations, worries, and 
heartaches has come a conscious capacity 
for constructive banking. I know it can be 
done. It should be done. It must be done. 
Dynamic assertiveness is vital. We must 
say: “I’ve done it before. I can do it again. 
I can build business for my bank. I can get 
the notes on a liquidating basis.” 

That is what banking needs today. But we 
are steeped in tradition and our boards of 
directors do not recognize what they have 
never experienced. 
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During the past 12 or 15 years, banks 
could make progress with little thought or 
effort. But the last two years have proved 
a challenge to bankers that too few have pre- 
pared themselves to meet. 


Let boards of bank directors say to their 
cashiers if need be, ‘““You have been drifting 
with the tide of events long enough. Miscon- 
ceptions of banking have become facts in the 
minds of the public. Do something to correct 
the situation. Devise some way to change 
fear into confidence and get this hoarded money 
back into the bank. You are permitting good 
banking profits to get away.” 


The chief end of banking is the protection of 
other people’s money. Let every banker sub- 
scribe to this idea and pass it along to cus- 
tomers as the rule of the bank. This goes for 
big city banks, community banks, and country 
banks. 


All banking activities should be incidental 
to this big idea, whether it is the making of 
loans, purchase of investments or payment of 
dividends. 


F THE bankers of the country can believe 
it as a fact, act it, and convince their cus- 
tomers of their sincerity in its belief, it will do 
a lot towards converting fear into confidence. 


I feel very confident that all bankers are 
aware of the merit of this idea but have just 
never thought of it in that light or in that con- 
cise form. It is fundamental to banking but 
has always been expressed in ambiguous terms 


- that heretofore have made it difficult to put 


into execution because it appeared difficult to 
understand. 

I am enthusiastic for banking. The possi- 
bilities in banking are too big to permit one’s 
self to become mediocre and expect to remain 
a banker. 


THE BANKERS MONTHLY OCTOBER 1932 


= > a . 


we 








NOW! 
BLUE BOOK bankers 
don’t guess—they know 






























In ten seconds they can answer any of the 
following questions: 


What bank assumed the deposit liabilities of the Ohio 
State Bank of Cleveland? 


How many, and which banks closed in Spokane during the 
second quarter of 1932? 


What are the newly listed Chicago, Cleveland, Boston and 
Pittsburgh correspondents of the First National Bank of 
Scranton? 


Who are the recently elected chairman of the board, cashier, 
and comptroller of the Central Republic Bank and Trust 
Company of Chicago? 

What is the new address of the Fletcher American National 
Bank of Indianapolis? 


What are the capital, surplus and deposits of the new 

Davenport Bank and Trust Company, Davenport, Iowa? 

What banking departments does it maintain? Who are its 

Every statement officers? What banks are its principal correspondents, its 


dated. Verified transit number? 
‘ Is the Guardian National Bank of Commerce, Detroit, now 
by national and equipped to render trust services? 


state authorities. What is the new title of the former Security National Bank, 
Salt Lake City, Utah? 





They are fortified against countless mistakes and 
expenses which otherwise every bank must accept 
as inevitable. They ordered a July 1932 BANKERS 
DIRECTORY (BLUE BOOK). 


How about YOUR BANK? Is 
there a copy handy to every officer 
who needs to know the things a 
July BLUE BOOK could tell him? 

You may still obtain a copy. Presses 
are now running off copies for our 
thousands of commercial subscribers. 
While they run, your ordercan be filled. 


1 ' 
1 ' 
1 ' 
' 1 
: RAND MSNALLY & COMPANY, 536 S. Clark St., Chicago ' 

1 
; Send us a copy of the July 1932 Bankers Directory by prepaid express, at once. Charge our account $15. , 
1 1 
1 1 
: WES oo Sc idic iednsed cave eee wew heed ee eieE welts 0 hae ia oan esa da aaeae eee 
1 ' 
1 1 
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uring two-thirds of a 
century this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


An understanding of the 
requirements of Banks and 
Bankers has been developed, 
and banks in turn, have found 
here a connection upon which 
they can place reliance. 


The First National 
Bank of Chicago 


. Affiliated 
First Union Trust 
and Savings Bank 


Established 1863-Charter Number Eight 
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Two Banking Systems Needed’ 


To Check And Support Each Other 


DAN V. STEPHENS 


President, Stephens National Bank 
and The Fremont State Co., 
Fremont, Nebr. 


HAT is there in this idea of 

promoting a unified banking 

system, as proposed by the 
Comptroller? Can we get 
without state banks? 

At the present time we are con- 
ducting a small bank under a state 
eharter and the Stephens National 
Bank. Therefore, 1 ought to be un- 
prejudiced in my views on this sub- 
ject, and I think I am. 

We had a very interesting expe- 
rience when we were conducting the 
present Stephens National Bank 
under a state charter. For eight 
years, we paid very large assess- 
ments into a fund to guarantee bank 
deposits, and we found these assess- 
ments were very difficult to meet. 
Sometimes they amounted to more 
than 20% of our capital stock in a 
single year. The total assessments 
in eight years for this small bank, 
with a maximum of $100,000 capi- 
tal, amounted to $80,000. There- 
fore, if there hadn’t been a national 
banking system for us to operate 
under, we would have had to con- 
tinue to suffer the penalties of the 
state guaranty law or close our doors. 

On the other hand, while we were 
operating as a state bank during the 
formative years of the Federal Re- 
serve System, we witnessed the na- 
tional banking system of this par- 


along 


The author. 


an ardent 


A. B. A. member for 


years, shows how our state and national systems are 


stronger because of each other. This was one of the 


most prominent subjects at this year’s convention. 


ticular Federal Reserve district go 
through a couple of spasms that 
were practically ruinous to a major- 
ity of its members. The first was 
speculation. The second was set- 
tling the bill with a panie. 

For example, the governor of the 
Federal Reserve Bank of this district 
appeared before our state bankers 
association in 1914 or 1915 and com- 
plained because the member banks 
were not patronizing 
the system, urging 
them to do so without 
stint or limit. He 
concluded his remarks 
by saying: ‘‘ Bring in 
your note cases,’’ 
leaving the inference 
that the entire note 
ease would be the 
limit. Regardless of 
the exact words, the 
conduet of the system 
afterwards contrib- 
uted very materially 
to the inflation which 
took place from that 
period on, and 
reached its peak in 
1919, when farm 
lands actually were 
sold in some instances 
as high as $700 an 


acre. 
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It was certainly the worst wild- 
eat speculation that I have known in 
my life. The Federal Reserve was 
then lending tremendous sums to 
small country banks which were not 
entitled to it on any sound bas.s of 
eredit, and with a full knowledge of 
the fact that the money was being 
used for speculative purposes. Fur- 
thermore, it was contrary to the pur- 
poses of the Federal Reserve Act. 

Following this tre- 
mendous wildeat 
period, within a year 
the Federal Reserve 
of this district prac- 
tically reversed itself 
and refused credit to 
farmers, notwith- 
standing its statement 
to the contrary. At 
that time we gath- 
ered a questionnaire 
from the member 
banks of this state 
and the reports they 
made to us were most 
astonishing, inasmuch 
as they indicated that 
eredit to member 
banks in the country 
had practically dis- 
appeared. 

We can look back 
over that period now 








with considerable tolerance because, 
after all, it was just a matter of 
poor judgment on the part of the 
men who then controlled the situa- 
tion. Their action was finally re- 
versed and credit extended. Condi- 
tions improved rapidly, but that was 
due to a determined battle of the 
people against the policy 
of restriction of credit 
by the Federal Reserve 
Bank of this district. No 
doubt the men who were 
responsible for the pol- 
icy recognized it was a 
mistake and no doubt 
we have greatly profited 
by it. We had witnessed 
a period of wildeatting 
followed by a practical- 
ly complete withdrawal 
of credit from the coun- 
try which produced a 
panie of destructive pro- 
portions. 

The point I wish to 
convey in these’ two 
illustrations is that it ‘s 
a rather happy situa- 
tion, when human fal- 
libility is considered, 
that we have two sys- 
tems which will check 
or support one another 
in times of crises. At 
the time of the erisis in 
1920, the Guarantee 
Fund Law in Nebraska 
was working at its best 
and it furnished a tre- 
mendous stabilizer for 
1,000 state banks, in 
this state alone. There 
were no runs on banks. 
The people had the ut- 
most confidence in the 
guaranty system and 
banking business went 
on as usual. But credit 
could not be furnished 
in sufficient volume to 
fully take the place of 
the destructive withdrawal of credit 
to the member banks by the Federal 
Reserve System. Nevertheless, the 
results show that the two systems 
were beneficial to this state during 
that unfortunate period. 

Now we are passing through an- 
other experience in which, if we are 
not careful, the Federal Reserve 
System is going to make as great a 
mistake as it did prior to 1919, when 
in time of peace it expanded credits 
to such a degree that the country 
became a hive of speculation, and 
as it did following 1920, when it re- 


result 
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system. 


versed itself and cut eredits down 
to such a degree that it impover- 
ished half of the people of the coun- 
try, though the depression was 
largely artificially created. 

There are hard times that are 
natural; that arise from failures 
of crops, pestilence, war, and so on. 


The Former Comptroller Favored 


One Banking System 


In my annual report to Congress for 1931, 
I made certain suggestions for the strengthen- 
ing of the national banking system which, if 
embodied in legislation, would obviously 
in an enhancement of the national 
charter sufficient to induce a great many state 
banks and trust companies to join the national 
If such a movement should develop 
on a large scale, it is conceivable that the 
ultimate result might be the establishment of 
one large system of banks under federal control. 

I am frank to state that I feel that such an 
eventuality would be decidedly beneficial from 
a national viewpoint, since, through stand- 
ardization of banking practices and rendering 
the supervision of this office and of the Federal 
Reserve Board universally effective, the loose 
ends of our banking fabric would be gathered 
up and the whole structure welded into one 
strong system which would be capable of 
adequately ministering to the financial needs be 
of each individual community in the country. 
I believe the National Bank 
Federal Reserve Act could, by sound and 
conservative amendments, be made sufficiently 
elastic to effectively embrace this wider field. 
J. W. POLE 


Former Comptroller of the Currency 


But when we have hard times in the 
midst of plenty, there can be only 
one explanation for it and that is 
our lack of ability to distribute our 
products and adequately finance the 
distribution. With a falling market, 
no one will take chances on any- 
thing, not even the Federal Reserve 
System which was created as a 
buffer for hard times. Instead of 
supplying credit to its members in 
adequate volume on safe security, it 
is holding fast to a strict interpreta- 
tion of the law and its own rules, 
and leaning backwards in doing so. 


Act and the 


The result is an automatic shrink- 
age in values which has continued 
over such a long period that the 
country is being impoverished to a 
degree that is appalling. 

We have members of the Senate 
and House and a great many bank- 
ers who are so ultra-conservative, so 
deeply in fear that the 
Federal Reserve System 
will be used by specula- 
tors, that they have re- 
stricted its usefulness to 
legitimate business to 
such a degree that per- 
haps not 20% of the 
notes in the member 
banks of this agricul- 
tural section are eligi- 
ble for rediseount. The 
larger portion of the re- 
maining four-fifths are 
equally as good and 
equally as liquid as 
those that are eligible. 
Now it must be appar- 
ent that such restriction 
on the usefulness of the 
Federal Reserve 
tem, which is so vital to 
the life and prosperity 
of the country, should 
be removed and_ the 
credit facilities of the 
Federal Reserve banks 
made available to the 
people of the country, 
who are conducting the 
business of the country, 
in order that prices may 
checked in their 
downward movement. 

Observe, for example, 
the passage of an act by 
Congress for the alleged 
inflation of curreney by 
$900,000,000, through 
the authorization of 
member banks to buy 
bonds and issue national 
bank currency thereon. 

Take our own ease 
and see exactly how such legislation 
would operate. We would take 
$100,000 of perfectly good money 
now in our tills, invest it in this 
new issue of alleged inflation in gov- 
ernment bonds and deposit them 
with the Treasurer of the United 
States. The Treasurer would, in 
turn, send us $100,000 of new eur- 
rency to take the place of the old 
currency we had invested in the 
bonds. We wouldn’t be one whit 
better off than we were before. The 
people wouldn’t have a dime more 


Sys- 


(Continued on page 626) 
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No Banking Adjustments - 


In 68% Of All Cities And Towns 


F SOME one told your depositors 
that there are 122,548 cities and 
towns in the United States, and 

that at the beginning of 1930 only 
15,754 of these had banks, a very 
wrong impression would be given. 

It would be assumed that bank 
suspensions have been widespread 
and that over 100,000 towns have be- 
come bankless in the last few years. 

As a matter of fact, there 
are only 420 towns which have 
lost all their banks and 68% 
of all cities and towns have 
had no bank trouble whatever 
since January, 1930. 

It is, therefore, very impor- 
tant for every banker to know 
the facts so that wrong impres- 
sions may be prevented 
quickly corrected. 

Some customer may tell you 
that he has just learned that 
in the last 11 years the coun- 
try has lost 13,156 banks. If 
you are not able to tell him 
that this has been a good thing 
for the country and prove it to 
him by figures, you may lose 
the confidence of that cus- 
tomer. 

The truth about the large 
number of cities and towns that 
do not have banks is this. Only 
10,275 of our cities and towns 
have as much as 1,000 popula- 
tion and only 420 of those that 
had banks in 1927 are without 
banks today. 

As a matter of fact, there 
are several thousand towns 
with less than 1,000 population 
which also have banks. And 
there are about 2,800 of the 
towns with 1,000 or more pop- 
ulation that are so located that 
they can very conveniently 
use the banking facilities of a 
neighboring city or town. 

There are only about 16,000 


or 
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Many people think that bark 


versal. 


adjustments have been uni- 


The truth is that trouble has been concentrated in 


less than one-third of the cities and towns with banks. 


business communities as indicated 


by the number of first, second, and 


third-class post offices. To serve 
those 16,000 communities we now 
have 19,071 banks. (July, 1932 


BuvE Book.) 

If you wish to convince a cus- 
tomer that the loss of 13,156 banks 
in 11 vears has been a good thing 
instead of a bad one, you will need 


Where No Banking 


Adjustments Were Needed 
(From January, 1930 to July, 1932) 


Towns included in the second column had none 
of the following banking changes during the 2!2 
year period: Consolidation, purchase, merger, re- 
organization, absorption, suspension, voluntary 
liquidation. 





States Banking Towns with 
(In order of best towns in no adjust- Per Cent 
percentage) 1930 ments 
Rhode Island 24 23 96 
Vermont..... 57 53 93 
Delaware ‘ 32 29 91 
New Hampshire 49 44 90 
Massachusetts. . 188 167 88 
New York 614 521 85 
California 448 377 84 
Maine 115 97 84 
Wisconsin hale aed 601 493 82 
New Mexico : 47 37 79 
Louisiana 201 159 79 
New Jersey. . 264 206 78 
Maryland 166 130 78 
Wyoming 55 43 78 
Kentucky . . 457 357 78 
Nevada . 23 18 78 
Connecticut 95 73 77 
Idaho. . 102 78 76 
Virginia. . 337 256 76 
Pennsylvania 798 602 75 
Colorado. 184 135 73 
Ohio..... 620 453 3 
Washington 222 160 72 
Texas 887 626 71 
Oklahoma 425 303 71 
Minnesota. . 708 504 71 
Montana... 142 99 69 
Florida 150 103 69 
Michigan 567 389 69 
Georgia 319 216 68 
Indiana 574 389 68 
Tennessee ‘ 334 222 66 
Nebraska... 535 350 65 
Oregon 149 91 61 
Illinois 1014 617 61 
Missouri 786 470 60 
South Dakota 298 175 59 
Alabama 232 137 59 
Iowa 890 517 58 
Utah =e 67 39 58 
West Virginia 168 98 58 
Kansas ee 409 231 56 
Mississippi 228 129 56 
Arizona . 46 24 50 
North Carolina... 349 171 49 
Arkansas 288 137 48 
North Dakota 326 158 48 
South Carolina 164 63 38 
15,754 10,769 68 


to know that we had a dangerously 
large number of banks in 1921. At 
that time, there were 31,800 banks. 
It is difficult to determine just 
how many banks are needed. One 
way is to figure on the basis of the 
number of people for each bank. 
When we do this, we find that there 
was a bank for every 4,000 people 
in 1921. This means that (on the 
average) each bank had only 
800 families on which to draw 
for business. In other words, 
competition was excessive. 
Many communities had two 
banks when they needed only 
one. Many others had four 
banks when one would have 
served the purpose better. 
Today, we have one bank for 
every 8,000 people. Each bank 
has a list of prospective cus- 
tomers averaging 1,600 famil- 
ies. Back in 1880 there was a 
bank for every 15,000 people. 
It is not easy to determine 
whether we are better off with 
8,000 people per bank than 
with 15,000, but it does seem 
reasonable to assume that we 
are better off with 8,000 than 
we were with 4,000 per bank. 
The really good news and the 
news that ought to stop every 
calamity monger is that no bank 
trouble has been recorded in 
68% of all the cities and towns 
in the United States since the 
first of 1930. 
There 
closed 


have been no banks 
in those towns; there 
have been no mergers or con- 
solidations; no bank has been 
taken over by another or re- 
organized. There have been no 
banking adjustments of any 
kind. 

The forced adjustments have 
been concentrated in 4,985 
cities and towns out of 15,754 
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which had banks in 1930. Some of 
those towns that did have trouble, 
of course, are really in better shape 
today, from a banking standpoint, 
than they were 214 years ago. Exces- 
sive competition has been eliminated. 

It is true that any depositor who 
has had his money tied up in a sus- 
pended bank has cause for feeling 
depressed. He, however, should be 
given this important fact (common- 
ly known to bankers, but not known 
by the general public): Over a 
period of 64 years, suspended banks 
in the United States have returned 
an average of 84% of their money to 
depositors. The money in a sus- 
pended bank, therefore, is not lost, 
but merely tied up. Many suspend- 
ed banks pay out 100%. 

If you compare this with the 
losses in bankrupt businesses, you 
ean astonish any whimpering cus- 
tomer by telling him that if he had 
been a creditor of a bankrupt busi- 
ness, he would have received only 


5% (taking the average figure for 


a period of years) as compared to 
the 84% returned by banks. 

A further study of the towns from 
which no bank trouble has been re- 
ported leads to the discovery that 
in only five states have as many as 
50% of the towns reported trouble. 

In Arizona, 50% of the towns had 
trouble. In Nortlr Carolina, 51% ; 
in Arkansas, 52° ¢ ; in North Dakota, 
52%; in South Carolina, 62%. All 
the other states had a lower per- 
centage. 

As a matter of fact, Rhode Island 
reports 96% of its banking towns 
without any trouble since January 
1930. Vermont reports 93% of no- 
bank-trouble towns. Delaware has a 
percentage of 91; New Hampshire 
90; Massachusetts 88; New York 85; 
California 84; Maine 84; Wisconsin 
82; New Mexico 79; Louisiana 79; 
New Jersey 78. A complete list is 
given in the accompanying table (on 
the first page of this article). 


In studying this table it will be 
interesting to know that (January, 
1930) Illinois had the largest num- 
ber of banking towns of any state in 
America, the number being 1,014. 
Iowa comes next with 890, Texas is 
third with 887. 

The remarkable reeord of Rhode 
Island is still more remarkable when 


* you understand that there were only 


24 banking towns in that state in 
1930. Only one of these, Providence, 
has had any bank trouble during the 
past 214 years. That is how the score 
of 96% is brought about, but the 
fact that such a small number of 
towns had banks made the one town 
that did have trouble count as a 
much larger percentage. 

In addition to the fact that most 
towns have had no bank trouble, we 
diseover that banks are larger today 
than ever before. In 1921 the aver- 
age resources for all banks was $1,- 
612,000. By July 1932 average re- 


(Continued on the next page) 


A LIST OF BANKLE SS TOWNS (Towns having banks in 1927 but without banks on June 30, 1932.) 


(with a population of 1,000 or more) 


Total number—420. Number with 2,000 population or less—239. With population from 2,000 to 5,000—131. 
With population over 5,000—50. 


EPRODUCED on the opposite 

page isa new Rand M‘Nally map 
giving the distribution of population in 
the United States as shown by the 1930 
census. 

This is of interest in connection with 
the study of bankless towns, because it 
shows that it is in the areas of congested 
population where there is the largest 
number of towns that formerly had 
banks but are now without them. 

The map shows that population con- 
gestion is in industrialized centers in 
the eastern half of the United States, 
the division line being almost in the 
geographical center of the country. 

In a study of the towns that have no 
banks, we find that only one state in 
the western part of the United States 
(California) has as many as 20 towns 
without banks. 

On the other hand, in the eastern 
part of the country, there are 5 states 
with 20 or more bankless towns; 8 
states with from 10 to 20; and 16 states 
with less than 10. 


This map also shows metropolitan 
areas indicated by circles and black 
areas. The population within the 
metropolitan area is shown by the size 
of the circle. The blackened area 
shows the congested part of the metro- 
politan districts. 

While the general impression has 
gone out that the farming districts 
have suffered most from bank suspen- 
sions, the fact remains that farming 
communities have suffered least. It is 
the industrial areas in which the most 
bank suspensions have occurred, and it 
is the industrial areas which have the 
largest number of towns that have lost 
all of their banks. 


Alabama 
Bay Minette 
Brantley 
Camp Hill 
Carbon Hill 
Dadeville 
Elba 

Gantt 
Northport 
Prattville 
Vincent 
West Blocton 


Arkansas 


Arkansas City 
Bald Knob 
Bauxite 
Bearden 
Coalhill 

Earl 

Foreman 
Lake Village 
Leachville 
Lepanto 
Lonoke 
Manila 
Marked Tree 
Monette 
Norphiet 
Osceola 
Ozark 
Walnut Ridge 


California 


Barstow 
Blythe 
Centerville 
Ducor 

Durham 
Harbor City 
Hawthorne 
Imperial 

Indio 
Lawndale 
Lennox 
Manhattan Beach 
Needles oe 
Newport Beach 
Portola 
Strathmore 
Tujunga 
Verdugo City 
Westmoreland 
Westwood 


Colorado 
Aguilar ‘ 
Crested Butte 
Kim 

Severance 


Connecticut 
Cheshire 

East Hartford 
Hamden 
Unionville 
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West Haven 
Windsor Locks. . 


Florida 


Auburndale 
Chipley 
Dunnellon. . 
Graceville 
Homestead 
Lake Worth 
Largo 
Ormond. . . 
Oviedo 

St. Andrew 
Stuart 
Titusville 


Georgia 


Boston 

Bre nen 
Buckhead 
Collegepark 
Gordon 
Hartwell 
Lumber City 
Pulaski. . 
Rossville. . 
Tallapoosa 
Warthen 


Albion 
Astoria. . 
Bellewood 
Benton 
Calumet City 
Christopher 
Crete 
Divernon 
Downers Grove 
Elmwood Park 
Farmer City 
Goleonda 
Griggsville 


Lyons 
Manteno 
Marion... 
Maroa 

Mason City 
Maywood 
Melrose Park 
Mendota. . 
Momence 
Morton Grove 
Mount Greenwood 
Mount Olive 
Niles 

Panama 
Pecatonica 
Plano 
Royalton 
Saint Anne 
Sciota 


Population 
25,808 
4,073 


. 1,849 
1,878 
1,194 
1,012 
2,319 
5,940 
1,429 
1517 
1,042 
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Population 
Seneca 
Sesser 
Sheldon. 
Steger. 
Stonington 
Utica... 
Valier... 
Venice «e 
West Frankfort.. 


Argos. . 
Edinburg 
Hammond 
Highland 
Hobart 
Jonesboro 
Kentland 
Lexington 
Liberty 
Mecca 
Monon 
Needham 
Oolitic 
Owensville. . 
Shelburn 





Hiteman 
Mystic 
Panora 
Parkersburg 
Wapello 


Kansas 


Cherokee 
Mulberry 


Kentucky 


Clintonville 
Drakesboro 
Hellier . 
Mortonsville 
Wayland 
Wheelwright 
Woodville 





Louisiana 
Garyville 


Maine 
Brownville 
Corinna 
Elisworth 
Madawaska 
Rockport 





Maryland 
Ellicott City 


Massachusetts 
Florence... 
Newton Upper Falls 
Waverley....... 
(Continued on the next page) 
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sources amounted to $3,020,200. 

In 1920, the capital, surplus and 
undivided profits for the average 
bank amounted to 141% cents for 
each dollar deposited. By 1932 this 
had grown to 17 cents. This is a 
eood figure to give to depositors to 
show them that their money is better 
protected now than ever before. 

It is obvious that the sooner de- 
positors can regain their confidence 
in banks, the sooner banks will re- 
gain their former profit status. 
Banks must have more customers. 
They must have larger deposits from 
customers. Confidence is the first 
requisite. 

Facts such as those presented here 
ought to help rebuild confidence. 


Moratorium Aids Wisconsin 


Banks 


‘*Many states have sought to stem 
the tide of bank suspensions by de- 
claring ‘moratoriums’ on bank op- 


erations for periods varying from 
days to months, but 
pioneer in legislation, has 
made the most outstanding effort to 
maintain banking facilities in com- 
munities where runs on local insti- 
tutions threatened to hamstring 
trade activity,’ says Business Week. 


Wisce msin, 
social 


4mendment Stabilizes 
Banking 
‘“*At the instance of 
LaFollette, a special legislative ses- 
sion passed an amendment to the 
general banking law providing for 
‘stabilizing and _ readjusting the 
banking structure of any bank’ if 
80% of the depositors and unse- 
cured creditors agreed to the plan 
proposed. 


Governor 


‘‘Since its passage in January, 
1932, about 80 banks with deposits 
of over 45 millions have taken ad- 
vantage of the law. These are usual- 
ly small state banks scattered over 
the state. National banks are not in- 


cluded under the provision since 
they are not subject to state control. 

‘* Whenever the position of a bank 
is threatened, a ‘moratorium’ or 
complete cessation of banking activ- 
ity is instituted for a brief period. 
During this short suspension, an in- 
tensive drive is made to secure the 
consent of at least 80% of the de- 
positors to a reorganization plan un- 
der the supervision of the commis- 
sioner of banking. 

‘*A typical plan provides that de- 
positors agree to accept payment of 
100% of their funds on a stagger 
system covering a 3-year period, 
with the bulk of their deposits avail- 
able in the third year. During the 
first six months, no withdrawals are 
to be made. By the end of the first 
vear, 10% may be recovered in two 
equal payments. Unpaid __ instal- 
ments bear interest at 3% per 
annum. New deposits are not sub- 
ject to the limited withdrawal pro- 
Vision. ’’ 


A LIST OF BANKLESS TOWNS Continued som preceding pave) 


Michigan Population 


New York 


Population Oregon 





Ada ‘ 
Belding . 
Berkley. 
Boyne City 
Buchanan 
Cilo... 
Cohoctah 
Fenton 
Ferndale. 
Flat Rock 
Gilford 
Inkster 
Nashville 
New Buffalo 
Northstar. . 
Northville 
Onondaga 
Vicksburg 
Wayne.... 
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Minnesota 


Kingston r 
Waite Park... 


Baldwin... 
Corinth 
Crystal Springs 
Drew eine 
Gulfport. . 
Indianola. .... 
Shelby 


Missouri 


Bevier... 
Bloomfield 
Carterville 
Chaffee 
Charleston. 
Clayton 
Concordia 
Fairmount 
Newburg.... 
New Madrid 
Pere. .... 
Savannah. . 
Slater... 
Vandalia. . 


Montana 
Plentywood 


Nebraska 


Beaver City 
Benkelman 
Deshler ; 
Hemingford. . 


New Jersey 
Belvidere...... 
Bradley Beach 
Fairview...... 
Merchantville 
yharton we 
Woodbridge... . 


Dawson..... -+ ++. 2,698 
East Las Vegas .... 4,378 
Loving : 

Magdalena 

San Marcial. . 
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Cold Springs 
Corinth 
Franklinville 
Germantown 
Greenport 
Mechanicville 
Medina 
Middleport 
Mohawk. . 
Norwood 
Painted Post 
Ripley... 
Rouses Point 
Scotia. 
Spencerport. . 
Waverly. 


North Carolina 


Ahoskie. . % 1,940 
PS 1,607 
Beaufort. . 2,957 
Burgaw. . . 1,209 
Chimney Rock 1,126 
Clayton 33 
Danbury 

East Flat Rock 
E. Spencer 
Gulf = 
LaGrange 
Littleton 
Louisburg 
Lowell 
Murfreesboro 
St. Pauls 
Spindale 
Spring Hope. 
Walnut Cove 
Wilkesboro. . 


North Dakota 
Bottineau. . 


Ohio 
Antwerp... 
Campbell 
Columbus Grove 
Doyleston 
Dresden. . . 
Franklin. . 
Glouster. . 
Jefferson . . 
Leipsic. ... 
Louisville. . 
Malvern 
Manchester . . 
Monroeville 
Mount Sterling 
oe City. 


Oe ete ete 


Nefis.... 
New Straitsville 
Newton Falls 
North Canton 
Roseville 
Sebring... . 
Shadyside 
Struthers 
Watertown 
Wellsville 

W. Jefferson 


Oklahoma 
Amber. . 
Davenport 
Krebs... 
Oilton ; 
Wright City 


Milton. . 


Pennsylvania 


Archbald 
Auburn 
Avondale 
Beaverdale 
Bentleyville 
Boswell 
Brackenridge 
California 
Cherry Tree 
Clymer . 
Collingdale 
Drexel Hill. 
Fairchance 
Fayette City . 
Freedom 
Gallatin. . . 
Irvona 
Kingston 
Masontown 
Mechanicsburg 
Millersburz 
Millsboro 
Minooka 
Mount Pleasant 
Newtown. . 
Northumberland 
Parsons 
Piteairr 
Portage 

Port Carbon 
Renova 
Salisbury 
Simpson 
Throop 
Trafford 
Webster 
Willow Grove 
Winburne.. 


South Carolina 


Allendale 
Barnwell 
Batesburg 
Blacksburg 
Blackville 
Branchville 
Central... 
Clifton. 
Converse 
Cowpens... 
Edgefield 
Enoree 
Fairview .. 
Georgetown. . 
Graniteville. . 
Greer 
Johnston 
Kingstree...... 
Lake City.... 
Latta. . eae 
Lexington.... 
Manning. . 
MeColl. 

Navy Yard.. 
North Augusta 
Saint George. 
Summerville. . 
Timmonsville 
Westminster 


South Dakota 


Edgemont 
Hot Springs. . 


Population Tennessee Population 


1,576 Soddy 1,200 
Whitwell. . : 3,028 


Texas 
Avery.... 
Baytown 
Borger 
Bronson. . 
Detroit 
Eastland 
Harrisburg 
Matagorda 
Pharr. . 
Slaton 
Victoria. . 
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American Fork 
Cedar City 
Delta... 
Fillmore 
Grantsville 
Hyrum 
Lehi... 
Mount Pleasant 
Panguitsch 
Payson 
Riverton 
Tooele... 
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Vermont 
West Rutland 


Virginia 


Clincheo > 1,050 
Laurel Park 4,798 
Rose Hill. . 4.840 
Schuyler... 3,362 
Shenandoah 1,980 
Victoria . 1,568 
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Cashmere 
Charleston 
Custer 
Greenacres 
Opportunity 
Raymond. . 
Sumner..... 
Washougal 
White Swan 
Woodland 
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oe 
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West Virginia 
Belington. . 
Benwood.... 
Davy 

Gary... 

laeger 

Kingwood 
Lumberport. . 
New Cumberland 


Ss a teens 
Calumet Harbor 


Cre Cette) ed ed ee 


|. FS 
Woodville. .... 
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The insurance agent arranges with Mr. Campbell for the handling of more insurance and for his medical 
examination, which completes the estate to be handled after his death by the trust company. 


Sold: A Complete Estate Plan 


Consummated In Three Interviews 


The Third Interview 


HAWES COLEMAN, JR. 


Trust Representative, State-Planters Bank and Trust Co., Richmond, Va. 


CHARACTERS: Frank L. Montague, 
Agent of the Conservative Life In- 
surance Co. T. Pryor Campbell, Jr., 
President of Campbell Grocery Co., 
Inc., a wholesale grocery concern. 
Hawes Coleman, Jr., Trust Repre- 
sentative. 

Time: Three days after the previous 
interview. 

PLace: Office of Mr. Campbell. 


* % * * 


Montague: Well, how are you to- 
day, Mr. Campbell ? 

Campbell: I’m all right now, but 
[ don’t know how I will be before 
you get out of here. 

Montague: What’s the trouble? 

Campbell: Your friend, Coleman, 
was here, and he thinks I ought to 
have a lot more life insurance. | 
don’t suppose you will agree with 
that, will you? 

Montague: Did you ever see a 
life insurance man who thought you 
had enough? 

Campbell: No, all of you are just 
the same. 
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Montague: Seriously speaking 
though, Mr. Campbell, after the brief 
talk I had with, you the other day I 
did think that $35,000 would leave 
you a mighty small guaranteed es- 
tate for a man of your means after 
settlement expenses and _ estate 
shrinkages have been taken out. 

Coleman went over with me briefly 
the recommendation he had made to 
you. His idea was that you ought to 
have something more than $30,000 
additional insurance. Of course, in 
my ease you might assume that I 
would naturally be biased, because 
of my desire to sell you additional 
insurance. Nevertheless, I am going 
to tell you that I heartily agree with 
what Mr. Coleman and the trust de- 
partment of the Good Hope Trust 
Co. recommended. 

It has been my pleasure to have 
cooperated with them on a_ half 
dozen or more such cases and to have 
talked to many clients of theirs who 
have expressed unusual satisfaction 
with the estate plans that have been 
worked out for them by this com- 


pany. I have also had occasion to see 
something of a number of estates 
that have been settled recently. I 
know what part life insurance has 
played in several of them and what 
has happened to those where inad- 
equate life insurance was provided. 

Only yesterday a policy holder of 
mine told me of a case in which the 
bulk of everything that was left to 
a certain widow was in a closely 
owned business, such as yours. In 
this case, the business was operated 
for two or three years after the death 
of her husband. As it became more 
evident to the executors that it could 
not be run profitably as a long-time 
proposition, they began a gradual 
liquidation, which is now taking 
place. Up to the present time, the 
profits available for disbursement to 
the widow have been small. They 
have been distributed to her irregu- 
larly, eausing her rather serious 
worry and embarrassment. From 
now on she will receive little chunks 
of capital as the liquidation pro- 
ceeds. She will be fortunate indeed, 
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if she can differentiate between eapi- 
tal and income and conserve for per- 
manent investment these sporadic 
payments. And on top of this, there 
is the shrinkage to be considered that 
always oceurs in liquidation. 

Consequently, Mr. Campbell, I 
think that you will certainly want 
to do everything within your means 
to give your family a good uninter- 
rupted income, from the time of your 
death until the time when the ulti- 
mate proceeds are realized from your 
general main one of 
which is your interest in this cor- 
poration. 

Campbell: You birds certainly do 
picture things darkly. But I guess, 
after all, things wouldn’t be any too 
bright, if I were to die today with 
$36,000 of life insurance and my 
business as it is. What does life in- 
Mr. Mon- 


assets, the 


surance cost at my age, 
tague? 

Montague: The gross premium is 
$37.50 per thousand, and at the end 
of the first year you would have a 
dividend of $7.50 which makes the 
net for the year $30. In other words, 
$32,000 of life insurance will require 
an initial deposit of $1,200. Each 
subsequent year you have a dividend 
which will make your actual outlay 
next year equal to $960, and gradu- 
ally less year after vear. 

Campbell: Wait a minute now. 
(Campbell produces a folder from 
the drawer of his desk). Here is a 
plan worked out for me last fall by 
an insurance agent showing that I 
ean carry $7,000 more life insurance 
than I now have'without paying any 
more than I am now paying. So I 
won't have to buy but $25,000 from 
you. 

Montague: What is the nature of 
his plan? 

Campbell: Well, it seems that I 
have a couple of policies that are 
paid up and are lying idle here. 
This man says that I can cash them 
with the insurance companies and in- 
vest the money in 6% bonds. The 
interest from these bonds will buy 
me an amount of insurance which, 
when added to the value of these 
bonds, will give a total value to my 
insurance estate upon death of 
$4,000 more than it is now. I believe 
he also has some plan here whereby 
I ean convert a 20-pay life policy, 
now 12 or 13 years old, to ordinary 
life and increase my insurance pro- 
tection $3,000 with no more annual 
outlay. 

Montague: Just let me ask you 
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this. Are you at a point where you 
can’t possibly save any money at all 
after paying the insurance premiums 
you now have? In other words, are 
you practically ‘‘broke’’ when you 
have paid your annual premiums? 
Campbell: Well, I wouldn't eall 
it that, I have a little surplus income. 
Montague: Are you interested in 
saving as much money as you ean to 





How The Insurance 
Man Closed The Deal 


1. He presented the 
negative and positive argu- 


ments for life insurance 


trusts. 


2. He told the prospect 


how much it would cost 


him to purchase the neces- 
sary amount of insurance. 


3. He overcame the final 
objections and arranged for 
a physical examination by 


the insurance company’s 


physician. 
© 


build a guaranteed estate for old age 
as well as to protect your family ? 

Campbell: Why surely. What are 
vou driving at? 

Montague: Just this. Any insur- 
anee man who knows his business, 
who knows the facts about your case 
could not in sincerity present you 
with such a plan as that and tell you 
that it is for your best interests. I 
am going to show you in cold facts 
that you would be better off, live or 
die, by leaving that insurance as it is 
and by placing additional money in 
new insurance. If you will give me 
your application for $32,000 of life 
insurance, and settle with me for 
$25,000, I shall order for you the 
other $7,000. If I can’t prove to you 
that it is to your own advantage to 
do what I have said, I will return it 


to the company. You will be under 
no obligation to accept it. If I can 
show you that it will be to your ad- 
vantage to take it, you may give me 
your check for the additional pre- 
mium. 

Campbell: Well. if you want to 
do that, all right. But I’m going to 
do whatever is to my advantage. 

Montague: The sales resistance to 
such a plan is low. The prospect 
thinks he is getting something extra 
for nothing. In many instances the 
agent is making a commission at his 
expense without contributing any- 
thing constructive. 

I don’t mean to say that there are 
not eases where something of this 
kind might be of advantage. In a 
ease like yours, I am convinced that 
it is out of the question. And I am 
going to show you why. 

If you will give me your policies, 
I shall take them along and work 
this out for you. My argument is 
based upon the fact that a paid-up 
poliey is a 514% tax-free investment. 
You should think a long time before 
you let anything like that get away 
from you. 

Campbell: 514%? I would like to 
see you prove that. I will get my 
secretary to give you the policies be- 
fore you go. 

Montague: Now, Mr. Campbell. 
the premium on $25,000 is $937.50. 
The premium on $7,000 is $262.50. 
They together total the $1,200 that 
buys $32,000 of ordinary life protec- 
tion. Can you conveniently give me 
a check for the $25,000 policy now? 
If so, we can protect you from the 
minute you are examined. 

Campbell: I ean give you a cheek 
for $600 and a 60-day note for 
$337.50, if that will be satisfactory. 
And if I take that extra $7,000, I'll 
give you my note for the balance. 
(Fills out cheek and a note which 
Montague hands him and also signs 
the application blank.) Here you 
are, Mr. Montague. 

Montague: Thank you, Mr. Camp- 
bell. How will it suit vou to see our 
doctor at 3 o’clock this afternoon? 

Campbell: Can you make it 4 
o'clock instead ? 

Montague: Yes, anything you say. 
He will be at your office at four then. 
Dr. Alden is his name. 

Campbell: Well, send him around, 
and I will be waiting for him. 

Montague: Good-bye, Mr. Camp- 
bell. 

Campbell: 
tague. 


Good-bye, Mr. Mon- 
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Statements Are Superficial 
Go Beyond Them For True Credit Facts 


A. BRIZZOLARA, JR. 


Vice President, Union Trust Co., 
Little Rock, Ark. 


NE generally accepted saying 

is that figures don’t lie. Per- 

haps not. But many a bank 
officer in charge of loans will tell 
you that while figures may not lie, 
they frequently do not tell the whole 
truth. 

A customer’s balance sheet may 
meet all the requirements of good 
business and indicate a sound and 
prosperous condition justifying a 
loan from the bank. Yet he who 
reads between the lines, as a success- 
ful loan officer does, may find a con- 
dition existing which does not show 
on the balance sheet and statement 
submitted to the bank. 

An example of such a condition 
that of a general merchandising 
business—is shown in the statement 
on the left-hand side of the illustra- 
tion. 

An analysis of this statement on 
the basis of values as shown indi- 
eates a fairly healthy condition. The 
eurrent ratio is 2 for 1; that is, 
there are $2 in eurrent assets for 
every dollar of current liabilities. 
Debts are 72% of net worth. Own- 
ers have considerably more money 
in the business than creditors. With 
the exception of receivables, which 
appear somewhat large, and cash, 
which is small, the make-up of eur- 
rent assets reflects no apparent 
weakness. 

However, a thorough examination 
revealed the fact that conditions 
were not as they seemed. It became 
evident that creditors were decided- 
ly in danger. 

Operating statements were de- 
manded and it was discovered that 
for the past two years the company 
had lost rather heavily. The impair- 
ment of capital, however, had been 
concealed. Bad notes and accounts 
for the past two years had acecumu- 
lated rapidly and had not been 
charged off. Merchandise was inven- 
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Statement figures are only indicators, and some- 


times may be prevaricators. Here are twelve stories of 


conditions which had a direct effect on credit values. 


toried above market value. Unsal- 
able merchandise was ineluded at a 
few thousand dollars above its real 
value. The company suffered serious 
losses in its cotton account, due to a 
constantly falling market. All of 
such losses had not been taken. 


7 Conditions Not 
Shown On Statements 


1. Accounts receivable 
ec %”> 
may be “frozen. 


2. Accounts payable may 
be past due. 


3. Merchandise may be 
inventoried above present 
worth. 


4. Investments may be 
valued at par instead of sale 
value. 


5. Real estate, buildings, 
and fixtures may be written 


up. 
6. Inventory may in- 


clude out-dated and unsal- 
able items. 


7. Over-expansion 


be killing profits. 


may 


The stocks classified as invest- 
ments were carried at par and had 
book values of no more than $2,500. 
The building was in need of repair 
and the fixtures were old. The build- 
ing, nevertheless, was written up 
$3,500 and real estate was revalued 
at an increase of $2,500. Two pieces 
of country property were foreclosed 
and were added to the real estate 


account at $1,000. In addition, the 
item of good-will had been*ineluded 
in the statement at $6,500. This, of 
course, has no value for eredit pur- 
poses except in unusual cases. 


Two Banks Already Among 
Creditors 


As for the correct facts coneern- 
ing liabilities, the owed 
two banks $25,000. The maturity 
date had passed. The banks had ex- 
pected payment. Fully one-half of 
accounts payable was past due. The 
company, however, had liquidated 
out of fall business about $5,000 due 
the largest stockholder. This was 
done out of the first cotton sales. In- 
terest for one year on the real estate 
mortgage amounting to $1,850 was 
past due. The mortgage principal 


company 


of $5,000 was also past due. The 
mortgage was made when values 


were more firm and at the time the 
holders were instituting foreclosure 
proceedings. 

True values for this coneern thus 
present an entirely different picture. 
Reeonstruction of the statement on 
this basis reveals an insolvent con- 
dition as shown on the right-hand 
side of the illustration. 

The natural thing happened. The 
company was thrown into bank- 
ruptey by one of the large merchan- 
dise creditors. Foreclosure took out 
of the assets the real estate and 
building and, of course, reduced in- 
debtedness by the amount of the 
mortgage and accrued interest. Cot- 
ton was sold and the proceeds ap- 
plied by the bank with a $15,000 line 
which held the warehouse receipts as 
collateral. After accrued. storage 
and other charges for a total of 
$1,000 were paid, approximately 
$6,150 remained to be applied on the 
note. 

Following these transactions, there 
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was left approximately $44,000 im 
assets to pay debts of $35,000. Assets 
were liquidated for $20,000. Liqui- 
dation was long drawn out, however, 
and only = $17,500 ultimately 
available for application by the gen- 
eral ereditors. The two banks lost 
$9,425. 

An operating statement furnished 
certified public accountant 
should be required, as the balance 
sheet within itself will not reveal 
whether the concern is making 
money. It also demonstrates the im- 
portance of making decisions based 
on facts and not opinions; of hav- 
ing more than a casual knowledge of 
the affairs. Besides 
knowing the financial standing of 
the borrower, it is important to 
know the local economic conditions 
and to have some knowledge of the 
national business situation. 


Was 


by a 


borrower's 


Examples Of Actual Conditions Not 
Shown By Operating Statements 


Here are some examples of the 
actual conditions behind apparently 
satisfactory operating statements. 


A. The merehandise stock had 





been bought at high prices and in- 


ventoried accordingly. It moved 
slowly. A deerease in _ prices 


made it 
considerably 
This in turn 
caused a substantial loss and made 
it harder to meet all obligations and 
to procure sufficient money to run 
the business in a going way. 

B. When the loan was made, the 
listed in the statement 
seemed all right. Local business con- 
ditions with which the borrower had 
no connection, affected a large num- 
ber of his customers and the accounts 
and notes could not be collected. The 
borrowing firm had depended upon 
the from these 
to pay off its obligations with the 
bank. 

C. The company was operating 
under an efficient manager. Due to 
the influence of a large stockholder 
a relative was made manager. He 
was untrained and not thoroughly 
familiar with the 
made many mistakes. He made com- 
mitments for too large inventories, 
was too liberal in granting credits. 
He did not control his operating ex- 


throughout 


necessary 


the territory 
to sell at 
marked down prices. 


receivables 


money receivables 


business, SO he 


penses as he should. He did not fol- 
low the business closely but con- 
tinued to devote his time to golf and 
clubs and other outside interests. 
As a result, over a period of a few 
months, the company’s status had 
changed materially, the working 
capital had decreased, and the lend- 
ing bank had to eall the loan. 

D. A paint house had stocked too 
heavily with colors which were a fad. 
The fad wore away quickly and these 
paints were left on the shelf and 
could not be sold even at a loss. Had 
the stock consisted principally of 
standard paints this trouble would 
not have arisen. 

E. Too many high-priced novel- 
ties were purchased for stock. There 
was no market for such a quantity 
and a large portion of the goods re- 
mained on the shelves. Much of the 
stock that was moved was sold at too 
risk—to 


great a smaller concerns 
which could not pay. Collections 
were poor. Many of the accounts 
were turned into notes receivable, 


but with insufficient security. In a 
final analysis, this is simply a case 
of incapable management and poor 


(Continued on page 627) 
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The statement on the left, as presented by the customer to the bank, shows a fairly healthy condition. But a thorough examination revealed 
the fact that conditions were not as represented and that creditors were decidedly in danger, as shown in the statement on the right. 
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Criticism Was Faced Frankly 


At The 58th A. B. A. Convention 


with extracts from the address of 


FRANCIS H. SISSON 


President, American Bankers 
Association 


EVER have bankers been so 

willing to examine the facts 

with open minds as they were 
at the fifty-eighth annual A. B. A. 
convention held in Los Angeles. 

The criticisms that have been made 
outside of banking, as well as the 
facts that have been discovered 
within the ranks, were frankly dis- 
cussed and analyzed. 

The new president, Francis H. 
Sisson, discussed the eriticisms of 
banking that have been made by 
those outside of it, and a number of 
speakers considered the analyses 
that have been made of banking 
costs and management policies. 

Among other things, Mr. Sisson 
said : 

‘“‘The bankers of the United 
States, after having passed through 
one of the stormiest periods in finan- 
cial history, are beginning to see 
light on the horizon. There is reason 
to believe that the worst of the de- 
pression is past and that the elements 
of improvement noted thus far are 
the forerunners of a more tangible 
recovery which will gradually raise 
business activity, earnings, and em- 
ployment to the high levels that our 
natural and human resources give us 
the right to regard as normal. 

‘When we look back at the truly 
extraordinary conditions that have 
existed in the recent past and the 
strain that those conditions have 
imposed on our banking system, we 
are tempted to feel surprised, not 
that some of our banks have fallen 
by the wayside, but that the vast 
majority have come through with 
flying colors. We have had, first, 
a contraction in the physical volume 
of production and trade that, for 
violence and scope, compares with 
any of the great depressions of the 
past. 

‘*We have had the second phase 
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Accepting the challenge of public accusation, the 


bankers of America analyzed public relations and 


internal policies to the great benefit of banking. 


of the great post-war deflation of 
commodity prices—a deflation that 
began in 1920 and 1921, but was in- 
terrupted by the enormous demand 
for reeonstruction and rehabilita- 
tion. We have had a collapse of 
the speculative 
building and real 
estate boom of 
the post-war 
deeade. 

‘*We have had 
the aftermath of 
the most drastic 
and far-reaching 
stock market in- 
flation in our 
history. We have 
had a decline in 
bond prices that 
would have ‘been 
considered utterly 
impossible a few 
vears ago. 


‘*We have had 





social experimentation, and aggra- 
vated by the recent enormous de- 
mand for funds for unemployment 
relief. 

‘*We have had a set of abnormal 
international financial relationships 
left by the war, a 
survival of war 
fears and animos- 
ities, and a host of 
problems created 
by the existence 
of new ° nations 
politieally and 
economically im- 
mature. These 
conditions, strik- 
ing almost simul- 
taneously through 
the civilized 
world, subjected 
our complex and 
delicately  bal- 
anced economic 
system to a test 





an international ? 
monetary crisis 
that has swept 
most of the coun- 
tries of the world 
off the gold stan- 
dard. We have had our foreign 
trade, along with that of other 
nations, well-nigh paralyzed by the 
strangling effects of reduced pur- 
chasing power, tariff barriers, im- 
port quotas, embargoes, exchange 
restrictions, and wildly fluctuating 
currencies. 

‘*We have had an unemployment 
problem that was superimposed on 
the rather serious unemployment 
situation already existing as a result 
of the rapid strides in industrial 
technique in recent years. We have 
had a staggering burden of taxation 
and publie debt, due partly to the 
World War and partly to ineursions 
of government into new fields of 


“Just as the banker is the last to suc- 
cumb to the extravagant delusions of 
perpetual prosperity, so is he the last to 
give way to blind despair when adver- 


sity overtakes the business world.” 
—FRANCcIs H. Sisson 


such as it had 
never had. 

“The depres- 
sion brought, as 
depressions al- 
ways do, bewil- 
derment and _ discouragement to 
business men and others, with a 
tendency to strike out blindly in 
protest at more or less imaginary 
causes. Banks and bankers have 
had to shoulder more than their share 
of the blame. They have been ac- 
cused of bringing on the depression 
to further their own private ends, a 
charge that is utterly ridiculous to 
anyone who knows what bankers 
have been through during the last 
three years. 

‘‘They have been accused of reck- 
lessly riding the tide of prosperity, 
without any adequate foresight of 
its inevitable consequences. If there 
is a measure of truth in this charge, 
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‘bankers are, to the 
more guilty than others. 

‘*Any one who recalls the resolu- 
tions adopted by the American 
Bankers Association in 1928 and 
1929 must be impressed by the fact 
that the country’s bankers, as a 
group, were decidedly more aware 
of the realities of the situation than 
were most of the people who have 
recently criticized them. As a matter 
of fact, bankers had to face a certain 
amount of criticism in the prosper- 
ous years 


say least. no 


their more econ- 
servative attitude led some people 
to believe that they were hampering 
the march of progress by their lack 
of enthusiasm for the ‘new era.’ It 
is true that most bankers did not 
realize how severe and prolonged 
the reaction would be. But, with a 
very few exceptions, neither did any 
one else. Bankers cannot be indicted 
for not being more than human. 


because 


Bankers Could Not Be Expected 
To Foresee The Unforeseeable 


‘‘In so far as banking weaknesses 
have contributed to the difficulties 
of the last few years, those weak- 
nesses are attributable mostly to the 
failure of bankers to foresee the un- 
foreseeable, plus defects in the bank- 
ing system for which no banker or 
group of bankers ean fairly be held 
responsible. 

‘*No perfect banking system exists 
or has ever existed ; and the systems 
we have, with all their imperfections, 


were not created overnight by 
brilliant inspiration but are the 
products of slow evolution, with 
each generation building on the 


achievements and the mistakes of 
those that went before. Changes in 
banking systems, moreover, must, by 
their very nature, come slowly and 
by degrees. 

“Sweeping reforms, however 
sound they may be in themselves. 
are inevitably in the nature of ex- 
periments, which, if adopted with 
too much haste, are in danger of 
doing more harm than good; for the 
primary function of a banking sys- 
tem is to provide a firm foundation 
upon which can operate 
with as much smoothness and con- 
tinuity as possible. Strengthening 
the foundation is highly desirable. 
but the strengthening must be done 
without shaking the structure. 

‘“‘If bankers earry on their daily 
functions with as much wisdom and 
foresight as is at their command, 
and at the same time, regard their 


business 


594 


profession with a eritieal watchful 
ness designed to reveal opportunities 
for judicious improvement, they are 
doing all that can 
expected of them. 
‘*Investment bankers have ineur- 
red a great deal of harsh criticism 


reasonably be 


Conditions Over 19,000 
Banks Have Survived 


1. A contraction in the 
volume of trade that in 
violence and scope com- 
pares with any of the great 
depressions of the past. 


2. A collapse of the spec- 
ulative building and real 
estate boom of the post-war 


decade. 


3. The serious aftermath 
of the most drastic and far- 
reaching stock market infla- 
tion in history. 

4. A decline in bond 
prices that would have been 
considered utterly impos- 
sible a few years ago. 


5. An international mon- 
etary crisis that has swept 
most of the countries of the 
world off the gold standard. 


6. Near paralysis of the 
foreign trade of the world. 


7. An unprecedented un- 
employment problem. 


8. A staggering burden 
of taxation and public debt. 


because of their participation in new 
security issues, particularly foreign 
issues, that have since come to grief. 
Every banker knows that many of 
those issues were floated by houses 
of doubtful repute that had come 
into existence in recent 
response to the unparalleled oppor- 
tunities that had arisen in the in- 
vestment banking field—houses that 
have quietly 
out of existence, leaving reputable 
bankers to bear the publie stigma 
of their unwelcome colleagues’ mis- 
takes. 


years in 


subsequently passed 


‘*But many other securities, both 
domestic and foreign, were issued 
through banking houses of the high- 
est standing, whose management 
would not have been stupid enough, 
even if they had been unserupulous 
enough, to sacrifice their reputation 
and prestige for the sake of a few 
favorable earnings statements. 

‘The truth of the matter is that 
the large volume of foreign secur- 
ities floated in this country came into 
existence as a result of economic 
forces that were irresistible in their 
power. Europe, especially, needed 
American goods for post-war re- 
habilitation and for industrial 
modernization. Europe also needed 
the money to pay for those goods. 
America had a surplus of goods and 
a surplus of money. Under those 
circumstances, it was inevitable that 
America should have sold the goods 
on credit. If this had not been done, 
the American prosperity and the 
European industrial and monetary 
recovery of the last decade would 
have been impossible. 


Real Estate Operations Promotea 
“Mushroom” Banks 


**Perhaps the most serious abuses 
that crept into the investment bank- 
ing field were those that arose in 
connection with the finaneing of the 
real estate Many so-called 
banks that operated along these lines 
were nothing more than outgrowths 
of real estate offices which were 
never really entitled to the name of 
banks and should never have been 
permitted to operate as banks. The 
Llame for this situation rests with 
state laws and public supervisory 
agencies. not with legitimate mem- 
bers of the banking fraternity. 


boom. 


‘*Another serious abuse was the 
usurpation of banking functions by 
corporations and individuals, whieh 
played an important part in creating 
the runaway stock market in 1928 
and 1929. Of the total expansion of 
314 billion dollars in brokers’ loans 
in New York City between the 
beginning of 1926 and the fourth 
week of October, 1929, less than 250 
million was provided by the banks 
themselves. Then, when the market 
broke, the non-banking lenders 
abruptly withdrew, leaving the 
banks to earry the load. If the banks 
had been less strongly entrenched, 
the situation would have been even 
more serious than it was. The essen- 
tial point is that the stock market 
inflation was not finaneed principally 
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by the banks, but by others. 

‘“‘Of more serious concern to 
bankers than the unjust and, in 
many eases, absurd accusations that 
have been hurled against them is 
the loss of confidence in the sound- 
ness and stability of financial insti- 
tutions due to the numerous bank 


failures of recent years. In their 


defense, bankers can justly claim 
that they have been subjected 
to unprecedented difficulties. 
They ean justly point out that 
the seriousness of the situation 
has been exaggerated ; that the 
number of banks that have 
closed is only a small propor- 
tion of the total; that the pro- 
portion of deposits affected is 
even smaller; and that, even 
in closed institutions, the 
ultimate losses to depositors 
will, in many eases, not be 
large. 

‘‘In the course of this de- 
pression, we have seen a wide- 
spread adoption of the practice 
of eurreney hoarding, which 
many of us had come to regard 
as a phase of an earlier era of 
economie development. The 
events of the last few months 
have, of course, wrought a vast 
improvement in this situation ; 
and every step in our progress 
toward business recovery will 
further strengthen the position 
of the banks. But a full restor- 
ation of confidence will require 
time, and it will require also 
the best efforts of bankers to 
re-educate a frightened public 
to the fact that its money is 
safer in the banks than it is 
anywhere else. Only to the 
extent that the publie returns 
to the banks will the latter be 
enabled to play their essential 
part in financing business re- 
covery. 

“The first problem confronting 
bankers today, therefore, is the 
restoration of confidence in the banks 
themselves. The second is the restor- 
ation of confidence in the economic 
future of the United States, and. 
more specifically, of the confidence 
of the individual business man in 
the future possibilities of his own 
business. This is the pleasing 
counterpart of the banker’s unpopu- 
lar conservatism in times of business 
expansion. 

‘* Just as the banker is the last to 
succumb to the extravagant delusions 
of perpetual prosperity, so is he the 
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last to give way to blind despair 
when adversity overtakes the busi- 
ness world. He stands at a point of 
vantage from which he ean see 
present events in their true perspeec- 
tive. In this way. he attains an 
emotional stability that is not only 
one of his chief assets in gaining 
and holding the respect and con- 
fidence of his clients but enables hint 





The modernization of plants has been absolutely essential 
) meet competition, but it has created new problems in 
manufacturing, unemployment, and banking. 


to perform an invaluable service to 
the community by helping to correct 
the alternating excesses of optimism 
and pessimism that tend to overtake 
those with a less broad financial 
vision.”’ 


Internal Faults Considered 


Not only were banking faults dis- 
cussed, but practical suggestions for 
their correction were made by many 
speakers. 

As an illustration, the following 
is a code of ethics suggested by A. 
G. Kahn, president of the Union 
Trust Co. of Little Rock, Arkansas. 


It has been used in Arkansas with 
suecess. 

‘‘The following code of ethies was 
adopted formally at the 1931 con- 
vention of the Arkansas Bankers 
Association. - 

It is made up of 12 articles. I will 
vive one or two of them in full. 

‘‘ Article 1—Management hereby 
is definitely committed to adjust its 
operations to a profitable basis 
or go out of business. Too 
much emphasis cannot be 
placed on adequate earnings. 
Unprofitable institutions are a 
menace to society and the 
integrity of banking. Solvency 
can be strengthened only when 
adequate profits are made. 
Earnings other than interest 
on loans must be depended 
on. Inadequate revenue is 
ultimately paid for by the 
depositing publie through in- 
solvent and closed banks, by 
stockholders through loss of 
invested funds and the double 
assessment, and by employees 
through the loss of good jobs. 
Sound business principles shall 
be applied to banking to correct 
unprofitable practices. Bid- 
ding for business beeause of a 
desire for volume whether it is 
profitable or not shall be dis- 
continued. 

‘*Article 2—Adequate com- 
pensation shall be charged for 
services rendered. Banks shall 
cease performing needed and 
useful functions without pay. 
Adequate compensation for 
certain services may be paid 
for by the maintenance of 
profitable accounts. Customers, 
however, whose accounts are 
not sufficiently large and profit- 
able to completely service 
themselves shall be charged. 
Minimum charges, such as on small 
accounts and small loans, shall be 
made. Adequate charges for activity 
(item handling) and ‘‘float’’ (eom- 
pensation for use of uneollected 
funds) shall be made. All bank- 
ing and _ non-banking functions 
performed shall command reasonable 
compensation. 


‘*Article 3 preseribes the use of 
careful cost finding. Article 4 con- 
tains a pledge not to pay too much 
for funds, and not to be extravagant. 
Article 5 preseribes adequate re- 
serves, and a growing surplus. 
Article 6 demands basic tests appli- 
cable to loan applications, ’’ and so on. 


595 








New Banking Laws Proposed 


By Illinois Bankers Association 


M. A. GRAETTINGER 


Executive Vice President, Illinois 
Bankers Association 


ROM time to time editorial 
writers have called upon all en- 
lightened bankers, in answer to 
public demand and in their own in- 
terests, to work for a thorough re- 
vision of the banking laws of our 
state with a view to making reckless, 
speculative banking virtually im- 
possible and _ barring 
novices from the 
business of op- 
erating banks. 
They charge 
that under pres- 
ent Illinois laws 
any person hav- 
ing friends 
among the poli- 
ticians and able 
to serape to- 
gether sufficient 
capital can open 
a so-called bank 
No experience 
whatever is re- 
quired. Com- 
plete ignorance 
of banking prin- 
ciples is no dis- 
qualification. 
Almost anyone 
who desires ean 
start a bank as 


ambitious 


an annex to some 
other business—insurance, travel 
promotion, real estate, plumbing. 
what-not. It should be in the inter- 
est of no one more than the capable 
and honest bankers themselves that 
the laws be so revised as to exclude 
the ignorant and incompetent from 
the banking field. They should work 
whole-heartedly toward that end. 
The Illinois Bankers Association, 
through its representatives, re- 
quested the Legislative Commission, 
appointed by legislative authority 
in 1928 to recommend a revision of 
the then Banking Act, to inelude in 
its proposed amendments a provision 
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M. A. GRAETTINGER 
Executive Vice President, Illinois Bankers 
Association, Formerly President, State Secre- 

taries Section of the A. B. A. 


The revision of banking laws was prominently con- 


sidered at the A. B. A. convention. The changes 


proposed in Illinois are here set forth for study. 


which would give the Auditor of 
Public Accounts discretionary pow- 
ers to refuse charters for new banks 
unless a need for such institutions 
was shown, and unless experienced 
men were to officer such banks. The 
Commission saw fit, however, to re- 
fuse the request. 

The Illinois Bankers Association. 
has interested 
itself in im- 
proved banking 
laws. It 
expression to 
the following 
declaration at its 
last convention : 
‘“We recognize 
a very definite 
need for a revi- 
sion of our bank- 
inglaw. As 
bankers we 
should take the 
lead in this im- 
portant matter 
and incorporate 
in the State 
Bank Act the 
remedies for 
such weaknesses 
as have been 
disclosed therein.’’ 

In this declaration the present 
administration of the Association is 
also charged ‘‘ with the duty of using 
every effort to bring about all de- 
sirable and _ remedial legislative 
changes,’’ especially such as were 
approved by the convention. 

Among these changes is primarily 
the creation of a banking board con- 
sisting of five members representing 
banking, industry, agriculture, and 
labor which shall have supervision 
over state banks, this board to estab- 
lish safe and sound methods of bank- 
ing, safeguard the interests of de- 
positors and stockholders and ap- 


gave 


point a banking supervisor and 
deputies to conduct the bank ex- 
aminations. The board shall have 
authority to cite any bank officer or 
director, who may be charged with 
carrying on persistent violations of 
the banking law or of the continu- 
ance of unsafe or unsound policies 
and practices, to show cause why he 
should not be removed from office, 
and upon good cause of violations 
being shown, it shall have power to 
enforee the removal of such officer 
or director. 

The suggestion is made that, in 
addition to giving the board the 
power of removal, it shall also re- 
quire that, before granting a charter, 
the officers of the new bank give 
evidence of good moral character, 
also of a proper knowledge of bank- 
ing principles and methods and of 
sufficient practical experience. 

In recommending the creation of 
a banking department, the sponsors 
believed that bank supervision could 
be strengthened by removing it from 
politics. The State, in taking unto 
itself the authority of examining and 
supervising banks for the ostensible 
benefit of depositors therein, is 
looked to and charged with the re- 
sponsibility of protecting the de- 
positors’ interests. Certainly, then, 
it should provide all of the ma- 
chinery necessary to carry out its 
purpose. Authority should be given 
to enforce regulations of the depart- 
ment and to step in and take charge, 
where necessary, before dissipation 
ot the assets has proceeded too far. 
At present, the supervising official 
can criticise and recommend but his 
only actual power to close a bank is 
when its capital has been impaired. 
And that is destructive rather than 
constructive. 

We believe in the punishment of 
those who violate criminal laws and 
particularly those who burglarize, 
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rob or defraud our banks. We must 
be as equally insistent upon the 
punishment of those who violate the 
banking laws or who carry on dis- 
honest practices. Too often we are 
confronted with the statement that 
more losses occur by robbery and 
dishonesty in banks than by robbery 
from those on the outside. It should 
be within the province of the bank- 
ing department to prosecute all 
violations of the law which it is 
charged to administer. Crooked 
bankers should be driven from the 
business. 

By foree of circumstances, direec- 
tors of many banks found it ex- 
pedient to close the institutions 
rather than permit a percentage of 
depositors to withdraw their money 
to the detriment of those who re- 
mained loyal. A large number of 
these institutions could in all prob- 
ability have continued doing busi- 
ness had there been a legal way of 
establishing a moratorium, such as 
was done extra-legally in many cities 
in the state during the last year with 
satisfaction to all concerned. 

The banking board should have 
power to authorize any bank on a 
given date, where an emergeney 
exists, to stop payment on deposits 
for a sufficient period during which 
the true condition of the bank could 
be ascertained. During this period 
the bank should be permitted to take 
further deposits and pay withdraw- 
als against them. However, these 
latter funds less proper reserve re- 
quirements should be invested only 
in government bonds. As soon as 
possible, and as may be found ex- 
pedient, the old depositors should be 
solicited to waive payments on their 
deposits over a period, payable in in- 
stallments as the assets could be 
liquidated. 

Under such an arrangement, runs 
could be avoided, expensive receiver- 
ships eliminated, and an opportu- 
nity afforded for a business to ad- 
just itself and continue to serve the 
community without loss to the de- 
positors. Such procedure has been 
legalized in a few states and has been 
found to be very practical. 

Speaking of  receiverships, _ it 
would seem most desirable to pro- 
vide a liquidating division in the 
banking department such as is now 
a part of the insurance department 
of our state. This is included in the 
recommendations. If it is found 
necessary to close a bank and liqui- 
date it, certainly this could be done 
by orderly processes within the de- 
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partment. Such legal service as 
might be found necessary should be 
obtained from the office of the At- 
torney General, as is done under the 
Insurance Act in the liquidation of 
insurance com- 
panies. This 
method would 
be much less ex- 
pensive than the* 
present arrange- 
ment and great- 
ly to the benefit 
of the affected 
depositors. 
Other recom- 
mendations by 
the association 
are that banks 
shall be required 
to make reports 
of statement of 
condition in 
ereater detail, 
under rules es- 
tablished by the 
banking board; 
that banks be- 
fore declaring 
dividends earry 
25% of net pro- 
fits, since dec- 
laration of pre- 
ceding dividend, 
to surplus or re- 
serve funds un- 
til such funds 
shall amount to 
0% of the eapi- 
tal stoek. 
Under our 
present taxation 
system, in the 
creation of large 
surplus funds, 
banks and stock- 
holders are pen- 
alized by reason 
of the  assess- 
ment being 
based on the 
capital strue- 
ture; that is, on 
the bank’s eapi- 
tal, surplus, and 
undivided — pro- 
fits. Obviously, 
the building of 
surplus funds is 
in the interest 
of depositors 
and it would 
seem that such 
practice be encouraged by removing 
the tax penalty and confining the 
basis of assessment to capital only. 
On the other hand, so that a bank 


board. 


tal stock. 


Features Of The 
Proposed New Laws 


1. Creation of a banking 
board. The board shall have 
authority to 
banking supervisor and 
deputies to cite any bank 
officer or director, who may 
be charged with carrying on 
persistent violations of the 
banking laws or of the con- 
tinuance of unsafe or un- 
sound policies and practices, 
to show cause why he should 
not be removed from office. 


2. Banks to make reports 
of statement of condition 
in greater detail under rules 


established by the banking 


3. Officers of banks not 
to be permitted to act as 
officers of any corporation 
engaged primarily in buy- 
ing and selling securities. 


6. Creation of a liquidat- 
ing department for insol- 
vent banks under the super- 
vision of the banking board. 


may not be under-capitalized in pro- 
portion to its deposit liability, a pro- 
vision ought to be included limiting 
the ratio of deposits to capital at not 
more than eight to one. 

Mueh has 
been said and 
written about 
the stockholders 
liability, and un- 
der our present 
system the col- 
lection of this 
liability from 
stockholders in 
state banks has 
been attended 
by great expense 
and small re- 
sults. The con- 
stitution of Illi- 
nois provides 
that, ‘‘Every 
stockholder in a 
banking corpor- 
ation or institu- 
tion shall be in- 
dividually re- 
sponsible and 
liable. to its 
creditors over 
and above the 
amount of stock 
by him or her 
held to an 
amount equal 
to his or her re-_ 
spective shares 
so held, for all 
its liabilities ae- 
eruing while he 


appoint a 


4. Banks not to be per- or she remains 
mitted to pledge any assets 
as security for deposits ex- 
cept as required by law. 


5. Banks before declar- 
ing dividends to carry 25% 
of net profits, since declara- 
tion of preceding dividend, 
to surplus or reserve fusids 
until such funds shall 
amount to 50% of the capi- 


such stockhold- 
er.’’ Under de- 
cisions of the 
Supreme Court, 
it has been held 
that, regardless 
of when the 
stock was owned, 
the holder there- 
of is responsible 
for all liabilities 
whieh accrued 
in the bank 
while he re- 
mained such 
stockholder, up 
to the par value 
of his stock. 

In order to 
determine the 
liability of each 
stockholder, it has been found neces- 
sary to make use of detailed account- 
ing methods which, naturally, have 
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Better Service Has Cost Less 
Since Records Have Been Photographed 


As Told To William E. Johnson By 
ERNEST B. SEAWARD 


Vice President, Union Bank & Trust Co.., 


Kokomo, Ind. 


OKOMO, INDIANA is a eity 
kK of some 30,000 population. It 
is located in the center of a 
normally prosperous agricultural 
community and is the situs for what 
is, in more normal times, a rich in- 
dustrial order. 
Three years ago 
its $10,000,000 
of total banking 
resources were 
divided among 
five banks, which 
served the finan- 
cial needs of the 
community until 
one bleak day 
last October 
when all save 
_one of the banks 
were foreed to 
suspend. 
To the one re- 


items. 


Five Benefits From were 
Photographing Checks tie 


1. Item costs were de- 
creased 45.5% on paid 
checks and 40.5% on transit 


2. The man-hours of 
work were reduced about 
40% so that the same staff were forced to 
is now able to handle more 


Activity being one of the causes of high 


banking costs. this experience shows a way 


to adjust operation for a renewal of profits. 


and quadrupled in that six-month 
period, deposit balances, as meas- 
ured in dollars and cents, remained 
static. The result was, as it inevit- 
ably is, unprofitable operation. 

How the aeute operating prob- 
lems, which 
arose because of 
this situation, 

analyzed 
and solved to 
complete 
satisfaction of 
the managing 
officers of the 
bank is recount- 
ed in the follow- 
ing interview 
with Mr. Sea- 
ward: 

Our employees 


work from 12 to 


maining bank, business. 15 hours per 
the immediate . day to handle 
result of these 3. Better records are the tremendous 


suspensions, as 
might be expect- 
ed, was a run 
which lasted for 
two days before 
it had spent its 
fury and was 
eonquered by 
liberal quanti- 
ties of cold eash. 
A later, and 
vastly more far- 


made because they are per- 
fectly accurate and indis- 
putable in court. 


4. The expense saved in 
stationery and supplies alone 
proved almost sufficient in 
itself to cover the cost of 
operating the new system in 
the bookkeeping and transit 


influx of new 
work. The eapa- 
city of our pro- 
duction systems 
was strained to 
the utmost, and 
after a few 
weeks of such 
operation, we 
set about to dis- 
cover and apply 


the correctives 

departments. , 
reaching effect, which would re- 
was the acquisi- §. The bank received lieve the em- 


tion over the 
following six 
months of prac- 
tically the en- 
tire volume of 
banking activity 
which had been 
handled jointly by the other four in- 
stitutions. But while activity and 
volume of work doubled and trebled 


confidence. 
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most favorable publicity re- 
sulting in a definite and 
marked increase in public 


ployees of some 
of the strain to 
which they had 
been subjected 
and reduce the 
operating costs 
to a point some- 
what commensurate with the deposit 
volume carried. 

With the volume of items quad- 


rupled, and with no increase in de- 
posit balances, we saw immediately 
that only two alternatives lay open 
to us. 

The first and most obvious plan 
was to increase the staff and the 
equipment to a point sufficient to 
absorb the added volume of work 
and to permit the staff to again en- 
joy a normal working day. But ad- 
ditions to equipment meant heavy 
capital expenditures, and additions 
to personnel meant heavy increases in 
operating expense, which, in view of 
the deposit volume of the institution, 
hardly seemed warranted. To follow 
that plan could have resulted only 
in increased item costs, vastly in- 
creased operating expense, and 
probably monthly operating deficits 
to charge against undivided profits. 

Another factor which made accept- 
ance of the first alternative out of 
the question was the physical limits 
of the space assigned to routine 
work. It would have been a praec- 
tical impossiblity to increase to any 
large extent the space occupied by 
equipment and the number of em- 
ployees. 

The other alternative was to de- 
vise some means of handling the in- 
flated volume of work without add- 
ing to personnel, and with only 
slight, if any, additions to machin- 
ery. After several weeks of inves- 
tigation, and after consulting sev- 
eral authorities on bank systems, we 
finally arrived at and installed a 
system which has met our problems 
and solved them without adding to 
our cost of doing business. 

We did it with a strip of film and 
a bank photographing machine. The 
acquisition of this machine did not 
mean a capital expenditure for the 
bank, since it was rented on a 
monthly basis at a nominal rate. 
The only other additional expense 


(Continued on page 629) 
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Travelers find comforts of Pullman cars on the modern-day plane, including meals aloft, heated, spacious, ventilated cabins, hot and cold running 
water and a uniformed stewardess. On planes of this type you fly from California to New York in 28 hours with the loss of only one business day. 


Expert Ground Service Helps Build 


Confidence In Air Travel 


MILDRED P. McGIRR 


Executive Secretary, Association of American 


Bank Travel Bureaus, Travel Bureau, 
First{National Bank, Chicago 


S PUBLIC confidence in air trav- 
| el born altogether of knowledge 

that planes are mechanically per- 
fect, that pilots are skilled and expe- 
rienced, that government regulations 
are comprehensive and adequately 
enforced? Doubtful. Only a small 
part of the traveling public is con- 
scious of the technical factors in air 
travel safety. Yet the great volume 
of air travel today, we understand, 
is ‘‘repeat business’’. People who 
have once travelled by air are the 
best prospects for future business. 

Sufficient confidence in the ma- 
chinery of air travel has evidently 
been engendered to make an increas- 
ing number of people each year air 
travel addicts. In our travel bureau, 
we have been eager to find why our 
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Ground service which creates customer confidence is 


essential to the growth of an air transportation com- 


pany and is an important factor in credit decisions. 


customers react as they do to air 
travel; why certain people whom we 
send on one trip become enthusiasts 
and why others are lukewarm with 
regard to the idea. Recently I made 
two long trips by air, largely to de- 
termine how passengers react to a 
flight of a day’s duration—whether 
it would be likely to leave them en- 
tirely fed up on air travel or in a 
way to become habitual travelers by 
air. 


Comfort Equal To Pullmans 


Planes, I discovered on these trips, 
are quite as comfortable as trains. 
Of course, the weather was very kind 
to us and we moved at the rate of 
140 to 200 miles an hour without a 
jiggle. Our planes on one trip were 


all six-passenger, single-motored 
ships. Passengers are disposed very 
compactly and there is no oppor- 
tunity to move from one’s seat after 
the passengers are once located. 
However, the trip from the Great 
Lakes to the Gulf of Mexico, made 
in a day’s time, is broken up into 
short flights, not one hop of more 
than 3 hours duration, and, due to 
the habit these planes have of arriv- 
ing ahead of time, the individual 
hops are even shorter and passen- 
gers do not become unduly restive. 

The other trip was from Chicago 
to New York and we used tri-mo- 
tored, 12-passenger ships through- 
out. Reclining chairs, wide aisles, 
lavatories, and exceptional heating, 


ventilating and lighting devices 
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make these planes as luxurious as 
any transportation device in exist- 
ence. Radio equipment makes it pos- 
sible for pilots to talk to the airports 
as well as receive messages, tremen- 
dously reassuring fact. Luncheons in 
boxes are provided and they repre- 
sent the ecaterer’s art adapted to 
special requirements. Every article 
is wrapped in paraffin paper or cello- 
phane and labeled. The pilot serves 
hot coffee. All these details seem 
consistent with the smartness, effi- 
ciency and speed of flying. 

My brief for the comfort of air- 
plane travel is complete. The sensa- 
tion is more like motoring on a 
perfectly paved highway than any- 
thing else, except that there is no 
sense of the terrific speed. 

Nothing is quite so conducive to 
the acceptance of any mode of travel 
as a commonplace and _ practical 
method as is the establishment of 
routine represented in substantial 
facilities and obvious organization. 
No matter how good the flying equip- 
ment and the pilot, the passenger’s 
confidence springs from his handling 
on the ground. If he is courteously 
and efficiently handled by every rep- 
resentative of the air line from the 
moment his reservation is made until 
he actually takes off from the field, 
the passenger’s confidence in air 
travel is created before he leaves the 
ground. He is predisposed to like 
air travel. 


Ticket Seller Gives First 
Impression 


The traveler’s first reaction to air 
travel is determined by the ecorrect- 
ness and adequacy of the informa- 
tion he is able to get from the man 
who makes his reservation and sells 
him his ticket. 

Ground transportation to the air- 
ports was once the bugbear of avia- 
tion salesmen. It was so expensive 
as to make many trips (short trips 
by air) impractical. In Chicago, and 
every port in which I landed, taxi- 
cab service at a flat rate was avail- 
able and in no ease did it exceed 75 
cents, which is about what cab serv- 
ice costs from rail stations to hotels. 
The cab leaves certain downtown 
locations at definite times. This 
maintenance of a fixed schedule is 
one of the initial steps in making a 
eustomer feel that air travel is a 
usual and not a freak mode of trans- 
portation. 

At the airport, permanent build- 
ings with lounges, rest rooms, lunch 


600 


Confidence-Building 
Factors 


1. Air stations so built, 
ground service so established 
as to give an impression of 
permanence and stability. 


2. Courteous and efficient 
handling of passengers by 
every representative. 


3. Reports of weather 
conditions for passengers. 


4. Uniformed attendants, 
lounges, rest rooms, lunch 
rooms, telegraph offices and 
information desks. 


5. Weather maps and ex- 
hibits on display, which 
show the scientific work 
back of safe air travel. 


6. Magazines, note paper 
and pencils, lunches, and so 
on, for passengers’ comfort 
and entertainment in tran- 


Sit. 


rooms, telegraph office and informa- 
tion desks inspire in passengers re- 
spect for air travel and convince 
them of its established place in the 
transportation world. The cab door 
is opened by a uniformed red cap 
who leads the passenger to the ticket 


office. Here a _ courteous, well- 
vroomed, assured young man _ in- 


spects the ticket, makes the necessary 
record of the weight of the passen- 
ger and his luggage, takes charge of 
the latter, checking it, tells the pas- 
senger exactly when the plane can 
be boarded and informs him that it 
will be announced in the waiting 
room a few minutes before depart- 
ure. 

The traveler is then free to wander 
about inspecting weather maps and 
other exhibits tending to show the 
scientifie work back of the fact of 
safe air travel. Bye and bye, the 
announcer in uniform ealls (as he 
would in a railroad station) the de- 
parture of the plane. The passenger 
follows an attendant to the plane 
and is directed to a seat. Baggage 
has already been stowed away and 
in a few moments of erisp, decisive 


work attendants have disposed of all 
the passengers, handed the pilot his 
log book and fastened the cabin door. 
They have pointed out new maga- 
zines in a pocket, placed steamer 
rugs at the disposal of passengers 
who desire them and put note paper 
in little pockets in the seat covers 
together with pencils, so that passen- 
gers may communicate with the pilot 
or each other. 


Employees Do Jobs With 
Crisp Efficiency 


Each employee of the field seems 
to have a very specific duty which 
he does with crispness and a certain 
smartness that suggests the disci- 
plined efficiency of a military aide. 
The suggestion to the passenger is 
‘*T am doing something that is done 
a dozen times a day out here with 
this same dispatch, and in such rou- 
tine, commonplace behavior there is 
no element of daring—no thrill.”’ 

Landing requires the same adept 
handling by the ground foree. The 
passenger gets a very favorable im- 
pression, if a single uniformed at- 
tendant opens the cabin door, skill- 
fully helps the passengers to alight, 
directs them to the proper entrance 
to the depot, informing those who 
have finished their trip how to secure 
transportation to the city and tell- 
ing the other passengers whatever 
they wish to know about connecting 
services to other cities. 

The passenger may be uncertain 
as to whether he changes planes at 
this point or continues in the same 
plane. He wants to know how much 
time he has for lunch or to send a 
wire. If three or four un-uniformed 
attendants come casually out to the 
plane plucking at baggage and chat- 
ting with each other or the pilot, the 
passenger gets the impression that 
air travel is still somewhat in the 
pioneer stage—that it is a trifle cas- 
ual and undirected. It does not in- 
spire his complete confidence. 

My instant favorable reaction to 
air travel I attribute to the author- 
ity I sensed in the ground staff of 
the air lines. It made me as much 
at home in this travel setting as [ 
am at railroad stations and steam- 
ship piers. I had confidence in the 
system, because every person with 
whom I was in contact knew his job 
and performed it without hesitation. 
Everywhere was a suggestion of 
permanence and ability to deliver 
value. I feel sure that other pas- 
sengers must react much as I did. 
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Consider Purchasing Power 


In Judging Customer Investments 


SAMUEL A. WEINSCHENK 


Secretary and Assistant Treasurer, 
Lawrence Savings and Trust 
Co., New Castle, Pa. 


O SAY the least, the depression 

has been an upsetting experi- 

ence. It has shaken up some of 
our finest convictions. We have 
begun to examine our staunchest 
beliefs with a new vision. 

In no department of our thinking, 
it seems to me, have we found more 
to analyze than the matter of safety. 
We have seen too clearly what hap- 
pens to customers of the bank who 
have been ill advised— 
whether by us or by 
others. We have found 
that the average inves- 
tor—even when opposed 
by our best advice—has 
taken a too narrow view 
of safety. He is like a 
man who sets sail in an 
open boat, confident that 
he will have a safe pas- 
sage because the vessel is 
staunchly built, well- 
eaulked, properly pow- 





ered and in every way 
ship-shape—except when 
the waves mount high 
and start coming in over 
the gunwales. Then for 
the first time he realizes 
that his boat ‘‘leaks’’ 
very badly at the top. 

The discovery which 
we have made within the 
last few years is an old 
disecovery—and one just 
as simple and obvious as 
the illustration. What 
we have had brought 
home to us vividly, and 
probably shall discover 
again and again, is that an invest- 
ment program, to be conservative, 
should provide not only safety of 
principal and safety of income but 
safety of purchasing power. 

I have no intention of writing an 
essay on this subject. Neither do I 
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A study of common stock investments based 


upon purchasing power reveals an element of 


stability not so common in other securities. 


intend to go en record as saying that 
the low point of the security market 
has been reached or passed. The 
matter is worth consideration now 
only if some reasonable solution 
seems available. That is the subject 
we must study. 

To a greater or lesser degree, the 
banker asked to advise on invest- 
ments has urged the inclusion of a 
sound, diversified selection of ecom- 





When consulting with customers about investments, you will be better fortified if 
you have an understanding of common stock investments from the standpoint of 
this author's experience. 


mon stocks in any portfolio. He has 
done so beeause it is through com- 
mon stocks that we can most con- 
veniently provide the element of 
growth, and, more important still, 
safeguards of purchasing power. 
Within the past decade especially, in- 


vestment consultants, economists, 
and the majority of students of in- 
vesting have revised their viewpoint 
toward common stocks to a consid- 
erable degree. Once considered a 
highly speculative investment, stocks 
have been found to contain strong 
elements of conservatism—always 
provided that the investor trusts not 
to one or a few but to many soundly 
selected stocks. 

It is interesting to 
consider at the present 
time that at a period 
when depression has up- 
set many investment ap- 
ple earts and made us all 
start thinking anew, the 
so-called ‘‘fixed’’ or unit 
type trust has _ been 
growing in importance 
and prominence. This is 
‘interesting’ because 
such trusts solve many 
of the problems asso- 
ciated with a common 
stock investment. To 
the banker especially, 
the fixed trust is im- 
portant because it pro- 
tects him against a dan- 
ger which we all know. 
The banker who advises 
a customer to buy com- 
mon stocks, usually finds 
that unless his advice is 
immediately successful 
—as shown by a rise in 
the market price of the 
stock or stocks—he has 
weakened the respect of 
a customer. The trouble 
is, of course, that the average cus- 
tomer insists on taking a short-term, 
speculative attitude toward stocks— 
something he never does in the ease 
of bonds, and judges results on that 
basis. The problem is to make him 
see that the common stock element 
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in his investment program is just as 
forward-looking as any other 
ment. 

And this the unit type trust doves. 
The fixed trust is essentially a long- 
term investment in a portfolio of 
deposited stocks, bought at a price 
which reflects the day-to-day offering 
prices of the underlying stocks them- 
selves. The stability of the invest- 
ment—as opposed to any speculative 
conception—is emphasized by the 
fact that the underlying stocks are 
deposited in trust usually with a 
large trust company acting as trus- 
tee, and cannot be touched except in 
the interest of the trust shareholders. 
In the case of one trust, all trust 
services are assured for the life of 
the trust by a provision in the trust 
agreement that the trustee may not 
resign and which contains no provi- 
sion for the trustee’s removal. 


ele- 


Long-Term View In 
Fixed Trusts 


All of these elements of the mod- 
ern fixed trust emphasize the long- 
term point of view. Besides, the 
fixed trust is an instrument provid- 
ing the small investor, as well as the 
large, broad diversification over 
high-grade common stocks. The same 
trust which provides the assurance 
of trustee services mentioned above 
provides a degree of carefully 
worked-out diversification—based on 
the dollar cost of stocks—that a few 
years ago would have been astonish- 
ing. 

We have, then, in the unit type 
trust, a common stock investment 
which meets the investor’s needs. 
Let us return to the question of why 
the investor needs it—why safety of 
purchasing power should be an im- 
portant third element in a program 
which includes safety of principal 
and safety of income. 


One Specific Case 


Every banker can recall a type of 
circumstance such as the following 
which, to all intents and purposes, 
we may consider a true story: 

One of the city’s leading business 
men died, leaving his wife well-fixed 
—or so every one thought—with 
$100,000 invested, let us say, in 
Atchison general 4’s. He lived in 
a fine house on the hill, had four 
servants, a victoria drawn by thor- 
oughbreds, and a reputation for 
astute investing. He paid an average 
of 102: for his bonds and received a 
handsome $4,000 a vear income from 
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How Fixed Trusts 
Provide Common Stock 
Advantages 


1. When made up of 
common stocks, they pro- 
vide a diversified risk. 

2. They give the advan- 
that comes from 
investment returns in line 
with the purchasing power 
of the dollar. 


tage 


them. This income plus a few other 
small items 
comfortable. 

He died in 1900. In 1910 his wife 
was still receiving $4,000 a year in 
dollars, but the commodity price in- 
dex had meanwhile risen from 56.1 
to 70.4. The cost of things had risen 
25%. Translating the 1910 income 
in terms of 1900 prices, we find the 
widow with an income which, in pur- 
chasing power, is really $3,188. 
Servants had to be dismissed, the 
thoroughbreds dispensed with, the 
house By 1920 commodity 
prices had risen 175% from 1900 
level and the old lady’s $4,000 an- 
nual income was worth only $1,452— 
or 36 cents on the dollar. 


made his widow very 


sold. 


How Stock Values Increase 


Let’s look, on the other hand, at 
the case of her brother, a poor busi- 
ness man when compared with the 
deceased husband, who worked for 
the Union Pacific Railroad and who 
has accumulated 1,714 shares of its 
common stoek during his lifetime. 
In 1900 this investment was worth 
$101,983 and from it was being re- 
ceived an income of $6,000 a year. 
By 1910 the value of this stock had 
become $305,949 (or, in 1900 prices, 
$243,535). The annual dividend rate 
then had grown from $3.50 to $10 
per share. The annual income on 
1,714 shares had a value equivalent 
to $13,643 on the basis of 1900 prices. 
By 1920 the stock was worth $204,- 
823. Purchasing power, measured by 
1900 standards, had declined con- 
siderably—to $6,170—but this fam- 
ily was much better off with an an- 
nual income in dollars of $17,140 
instead of $4,000, and, measured in 


purchasing power, of $6,170 instead 
of $1,452. 

In reviewing these figures, we have 
seen what we have always known— 
that purchasing power is of prime 
importance and that a conservative 
investment program which ignores 
it is inexcusable. There are various 
estimates of the proportion of the 
whole investment program which 
should go into each class of security 
—the security with safeguarded 
principal and income, and the seeur- 
ity whose possibilities of growth are 
a protection against declining pur- 
chasing power. Probably there is no 
general decision that can be made 
on this subject. The specifie needs 
of each investor must be considered. 
But at a time when security prices 
and the prices of common stocks are 
at deep depression levels, it would 
seem that every investment program 
might provide between 40% and 
60% common stocks—especially if 
that common stock element is well 
protected by the law of averages 
which works for the diversified selec- 
tion of stocks. 


Leavitt Advocates Creation Of 


Reserves From Capital Profits 
On Sales Of Securities 


Establishment of adequate reserves 
against bear markets in bonds is 
advocated for banks by Russell 
Leavitt, vice president of Moody’s 
Investors Service. 

The outstanding trouble with bank 
bond accounts during the recent 
severe drop in bond prices was des- 
eribed by Mr. Leavitt as mainly a 
conspicuous lack of sufficient reserves 
to offset depreciation in securities, 
which is normal in all depression 
periods. 

‘*A very great part of the difficul- 
ties recently encountered would have 
been eliminated, if attention had 
been paid to the creation of proper 
reserves against an ultimate declin- 
ing bond market,” he said. 

A logical method to provide such 
a reserve in the future was suggested 
by Mr. Leavitt as the setting aside 
for that purpose all capital profits 
arising from the sale of bonds when 
the market rises again. 

‘*The size of such a reserve should 
depend entirely upon the character 
and quality of the bank’s portfolio. 

‘With bonds rated Aa, 7 or 8% 
would be nearer the correct propor- 
tion. With A bonds, the reserve 
might average well up to 12%.”’ 
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Sales Policy Comes First ~ 


After That, Advertising Plans 


DON KNOWLTON 
Manager, Publicity Department, L nion 


Trust Co., Cleveland. Author of 
“ 4dvertising For Banks.” 


N ORDER for the man who is 
handling the bank’s advertising 
to determine the merchandising 
policy of the bank, it is necessary 
that he keep in constant contact with 
the bank’s executive officers, and be 
able to sense, to a fine degree, their 
attitude with respect to public re- 
lationships and business extension. 

The main question to be answered, 
of course, is-—what is the bank going 
to sell this year? Or, possibly, what 
is the bank going to emphasize this 
year in its sales policy? Will it be 
savings? Will it be trusts? Will it 
be commercial banking ? 

Now it is extremely important 
that this merchandising policy be 
determined in advance of planning 
the appropriation, because the choice 
of sales appeal determines to no 
small extent the choice of media. 

The merchandise which the aver- 
age bank sells may be listed some- 
what like this— 

1. The bank itself as an institu- 
tion. 

2. Savings banking. 

3. Commer- 
cial banking. 

4. Safe de- 
posit service. 

+. Trust de- 
partment serv- 
ice, 

In some of the 
larger banks 
there may also 
be added to this 
list the follow- 


ing— 





Investments 
Travel service 
Income tax 
department 
Escrow de- 
partment 
Home budget 
department 
Women’s ad- 
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mercial banking, then newspapers and prin 


The author's riew book was accepted with en- 


thusiasm by the F. A. A. Convention, where 


it was announced as an official publication. 


visory department and some others. 

For a practical illustration, let us 
assume that the bank has merchan- 
lise consisting of: 1. the bank itself 
as an institution, 2. commercial 
banking, 3. savings banking, 4. safe 
deposit department, 5. trust depart- 
ment. 

Now let us go back to the tenta- 
tive division of a $10,000 appropria- 
tion, as set up in the August Bank- 
ERS MONTHLY as in item 1 in the 
panel on page 604. 

Now this is fine, as far as it goes, 
but it does not go far enough. This 
appropriation, as set up by media, 
may not happen to conform exactly 
to the bank’s merchandising policy. 

For instance, let us suppose that 
the bank would decide to place its 
major emphasis upon commercial 
banking, endeavoring to secure ac- 
counts of the more prominent busi- 
nesses in its city. 

In that case, car or bus eards 
would not be so important, because 
ear or bus eards are seen principally 
by factory and office workers. Busi- 





“Our choice of media for this next year will depend on what services we intend to emphasize. If com- 


matter will carry most of our advertising. If savings, 
then we will spend more on outdoor advertising and a little less on newspapers.” 


ness men drive downtown in their 
automobiles. Similarly, the item of 
outdoor advertising would be sub- 
ject to close serutiny. Bulletins lo- 
cated on boulevards used principally 
by business men might be suitable, 
but those situated in districts fre- 
quented by faetory workers might 
not be appropriate. 

The nature of the printed matter 
would also have to be carefully con- 
sidered. Folders and booklets de- 
signed for lobby distribution go, as 
a rule, to the mass of small deposi- 
tors. Business men very often have 
their secretaries take care of their 
deposit and withdrawal transactions, 
and, furthermore, business execu- 
tives are not the type of people who, 
as a rule, pick up literature dis- 
played in bank lobbies. 

But it might be possible to pro- 
duce a folder featuring the advan- 
tages of the bank as a commercial 
banking institution, to be distributed 
direct-by-mail to a specialized list of 
business executives. Or, it might be 
possible to reproduce, in printed 
form, a series of 
newspaper ad- 
vertisements, 
and send those 
to business exee- 
utives, together 
with a letter of 
comment. 

In this ease, 
the $10,000 ap- 
propriation, in- 
stead of assum- 
ing its original 
form, might 
read as in Table 
2 on page 604. 

The point is, 
that the whole 
advertising pro- 
gram would be 
pointed up with 
respect to em- 
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phasis upon commercial banking ad- 
vertising, using chiefly such media 
as seem most useful for that purpose. 
Now let us assume that the sav- 
ings department is the department 
which is selected as the feature of 
the bank which will receive major 
merchandising emphasis. 
Which advertising media are most 
appropriate for savings advertising ? 
Obviously, they are such advertis- 
ing media as appeal to the general 
mass of people. A society magazine, 
reaching only a limited wealthy 
class, would not be an appropriate 
medium for savings advertising. 
But in the consideration of mass 
advertising, as contrasted to 
advertising, another important prin- 
ciple comes into play. That is the 
principle of extent of coverage per 
dollar of expenditure. 


class 


A Lesson In Advertising 
Arithmetic 


Whether to choose a mass or a 
class medium is not merely a matter 
of appropriateness—it is also a mat- 
ter of arithmetic. 

For instance—suppose that you 
have a mailing list of 1,000 wealthy 
men who are excellent prospects for 
a trust service. Suppose that you 
send these men a series of booklets, 
beautifully printed and elegantly 
illustrated, which cost, let us say, 
15 cents each. Envelopes, postage 
and incidental expenses may add an- 
other 5 cents. There might be six 
booklets in the series, so that the 
cost per prospect might be $1.20— 
total cost, $1,200. 

Now if only one out of the 1,000 
prospects should open a trust at the 
bank as a result of this direct mail 
campaign, the entire campaign 
might be justified because the profits 
obtained from the business of this 
one account would be more than 
enough to cover, over a period of 





time, the entire cost of the cam- 
paign. 

Now let us take an opposite situa- 
tion. For instance, suppose we 


picked out 1,000 dormant savings 
accounts, and sent them, over a 
period of ten months, a series of 
folders costing three cents each, with 
a penny for postage, making the ex- 
pense per prospect 40 cents each. 
Now let us assume that out of 
the 1,000 prospects, 10%—that is, 
100—revive their dead accounts— 
and a 10% return, by the way, is a 
very good one in bank advertising. 
Let us assume that, on the av- 


604 


erage, during the next two years, 
these 100 revivalists increased their 


‘balance by $100 apiece—which is 


certainly a great deal to expect of 
them. This would add $10,000 to the 
bank’s savings deposits. 

But this increase would not all 
come at once. Suppose that it took 


$10,000 Applied To 
Four Advertising 
Situations 


1. Advertising the bank 
as an institution. 
Newspapers $3,000 
Outdoor advertising. 2,750 


Printed matter 2,000 
Car or bus cards 850 

Window and lobby 
display 500 
Miscellaneous 900 
$10,000 


2. When commercial 
banking is to be empha- 
sized: 


Newspapers $4,850 
Outdoor advertising 1,750 
Printed matter 2,000 
Car or bus cards 
Window and lobby 
display 500 
Miscellaneous 900 
$10,000 


3. When savings are to 
be emphasized: 
Newspapers $3,250 
Outdoor advertising 2,950 


Printed matter 1,000 
Car or bus cards 1,000 

Window and lobby 
display 900 
Miscellaneous 900 
$10,000 


4. When trust service is 


to be éffiphasized: 


Newspapers $4,100 
Outdoor advertising. 1,000 
Printed matter 3,750 
Car or bus cards 
Window and lobby 
display 250 
Miscellaneous 900 
$10,000 


place at the rate of $2,500 every six 
months, and that the bank earned a 
net return of about 144% per year 
on savings deposits. Net profit to 
the bank would, at best, be not more 
than $150 over the two-year period. 

But the cost of the campaign 
would probably amount to at least 
$400 for printing and postage alone, 
not to mention time and effort in the 
advertising department ! 

Now an advertising man putting 
on such a campaign might very well 
brag that he got a 10% return and 
a $10,000 increase in deposits. And 
vet, statistically (if this sort of cam- 
paign were applied to all of the 
bank’s savings prospects) the bank 
literally might advertise itself out 
of existence! 

Of course, the foregoing illustra- 
tion is hardly a fair one, because a 
great deal of the benefit which a 
bank gets out of advertising is neces- 
sarily of an indirect nature and does 
not show up specifically in terms of 
new acounts directly traceable to the 
advertising. On a purely statistical 
basis—that is, on a basis of new 
business known to have come direct- 
ly from advertising, bank advertis- 


ing eannot itself in 


justify any 
medium. 
This illustration does not prove 


that direct mail advertising is no 
good. It simply points out the gen- 
eral principle that the smaller the 
unit of sale, the more feasible it 
would seem to try to spread the ad- 
vertising dollar out as far as pos- 
sible among a large number of pros- 
pects, so that the expense per pros- 
pect is as small as possible. 
Consequently, savings advertising 
—inasmuch as it applies to the gen- 
eral public, and the ‘‘average sale,”’ 
on the savings side, is small—seems 
to fall naturally into the field of 
mass media. So, in case your bank 
were emphasizing savings instead of 
commercial banking, the advertising 
budget might take a form quite dif- 
ferent from that prescribed for com- 
mercial banking. Car or bus cards, 
window and lobby display, and out- 
door advertising, all being mass 
media, might be played up. Printed 
matter might not receive quite so 
much of the appropriation as might 
otherwise be the case. Consequently. 
the $10,000 appropriation, on the 
basis of savings emphasis, might 
read as in table 3 on this page. 
If trust services were to be feat- 
ured as the bank merchandise to be 
emphasized during the coming year. 


(Continued on page 628) 


THE BANKERS MONTHLY OCTOBER 1932 





How To Control Bank Costs 


16. Applying Account Analysis 


B. E. YOUNG 
Comptroller, Commerce Trust Co., Kansas 


City, Mo., President, National Con- 
ference of Bank Auditors 


T DOES not appear feasible to 

attempt to analyze all of the 

bank’s aceounts each month. 
They are far too numerous for a full 
monthly analysis of each to be per- 
formed economically. In consider- 
ing the problem of analysis, study of 
the information shown in Figure 26 
is enlightening. 

It shows that in a certain bank. 
7,890, or 88%, of the 8,889 checking 
accounts averaged less than $1,000 
in daily balance, leaving 999 ae- 
counts, or 12%, averaging more than 
$1,000 in daily balance. The figure 
shows, further, that the 88% of ae- 
counts totaled only $1,367,000, or 
13% of the total demand deposits of 
$10,439,000. 

For analysis pur- 
poses. it would seem 
feasible to divide the 
accounts listed in Fig- 
ure 26 into two classes: 
Those averaging over 
$1,000 in daily balanee : 
those averaging under 
$1,000 in daily balance. 

The form of anal- 
ysis shown in Figure 
24 (published in the 
August issue) is appli- 
cable to aceounts aver- 
aging over $1,000 in 
daily balanees. Upon 
analysis it will be 
found that the major- 
ity are eminently prof- 
itable. It is not neces- 
sary to continue an- 
alyzing such accounts 
—they need only ocea- 
sional analysis to in- 
sure that they are re- 
taining their profit- 
produeing characteris- 
ties. 

Accounts shown by 
the analysis to be un- 
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Theories of account analysis sometimes give the 


idea that too much work will be involved. 


This article shows the work to be worth its cost. 


profitable, or ‘accounts which do not 
produce a reasonable profit, need 
attention. The first step is to study 
the accounts and be sure that they 
really are unprofitable. It should be 
remembered that cost figures are 
based upon the ‘‘average’’ and 
should be used by bankers much as 
credit files are used—to guide bank- 
ing judgment. When the analysis 
has been continued for a few months 
and it is evident that, all compensat- 
ing conditions having been consid- 
ered, the account really is unsatis- 
factory, then the time for action has 
arrived. 

A banker, before dealing with a 
customer with regard to an unsatis- 





Analysis of Individual and Firm Deposits 


Number % to 
Total 


30.33 55,327.00 
1318 14.83 94,995.00 
4014 45.16 150,322.00 
140 = 17.32 212,957.00 
793 8.92 200,430.00 
802 9.02 314,216.00 

80.42 877,925.00 

8.34 489,591.00 

88.76 1,367,516.00 

7.42  1,433,282.00 

3.82 7,638,262.00 

10,439,060.00 


100.00 


Total inactive 


accounts. . 


Total all 


accounts.... 





Figure 26. A grouping of accounts in this manner will form the basis 


for analysis. 


Amount % to 


factory bank account; may well 
study, intimately, every feature of 
that customer’s relationship with the 
bank and should be prepared to dis- 
cuss not only the bank’s angle in the 
matter but also the ecustomer’s. 

Then when the time arrives for 
action, the banker should enter the 
diseussion with the determination 
to end the loss in that particular 
account and should stop at nothing 
short of that result, else the negotia- 
tion is futile, the banker has failed 
and the customer's faith in the bank 
is weakened. 

It is far better to ignore the cost 
element in the business than to ap- 
ply it ignorantly or ineffectively. 

In considering the 
correction of unsatis- 
faetory bank accounts, 
the banker should have 
in mind, always, that 
even greater than the 
opportunity for build- 
ing larger bank bal- 
ances, a thing close to 
the heart of most bank- 
ers, is the opportunity, 
thereby provided for 
amending expensive 
and unwise banking 
practices, reducing in- 
terest allowances to a 
reasonable basis or 
eliminating them alto- 
gether, and discourag- 
ing excessive use of 
bank checking and col- 
lection privileges. He 
further should realize 
that the task of ‘‘cor- 
rection’ provides a job 
which is big enough to 
deserve the attention 
of the ‘‘top’’ man in 
the bank and that in 
few directions can their 
efforts be so profitably 
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employed as in this. 

Finally, service charges are only 
a means to an end in accounts of this 
character. They serve to recompense 
the bank for services rendered dur- 
ing a period of readjustment in the 
ecustomer’s affairs, but they do not 
provide a means for finally dispos- 
ing of such a problem. If, after a 
couple of years of service charges. 
a bank customer still is unable or 
unwilling to maintain a ecompensat- 
ing bank balance, then he has auto- 
matically classed himself as an un- 
desirable bank customer and may 
well be eliminated from the bank’s 
books. 

The bank cannot afford to analyze 
accounts averaging under $1,000 in 
daily balance with any degree of 
regularity. The cost is prohibitive. 
The bank can afford to approximate 
their value monthly and this should 
be done. Normally, banks pay no in- 
terest on accounts of this class and. 
as a result, group methods may be 
utilized. The process of applying 
standard figures to accounts in the 
lower brackets has come to be popu- 
larly known as the ‘‘service charge’’ 

It is not a simple matter to de- 
velop and to outline a service charge 
plan which will provide the answer 
to the small account problem. Many 
accounts in the smaller balance elas- 
sifications are sources of worth-while 
profit to the banks. Many others re- 
sult in continuing losses. 

Many people have turned their at- 
tention to the proper analysis treat- 
ment to be accorded the small ae- 
count and a great many plans have 
been evolved, some arbitrary, some 
more or less scientifically accurate. 
In considering service charge plans, 
it should be remembered that the 
object is to apply the fundamental 
principles of account analysis to the 
large number of small accounts with- 
out, however, expending an undue 
amount of labor and effort. Service 
charge processes, then, should par- 
allel account analysis processes, and 
the service charge formula should 
encompass all of the major items ap- 
pearing in the regular account ana- 
lysis formula. 

Full consideration of the question 
of service charges to be applied to 
small bank accounts leads to the con- 
clusion that the final service charge 
plan—the plan that must come into 
universal use as a corrective to the 
present small account abuses, must 
bear the following characteristics : 

1. It will be fair, both to the eus- 
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Characteristics Service 
Charge Plan Must Have 


7 


1. It must be fair, both 
to the customer and the 


bank. 


2. It must closely ap- 
proximate the actual cost, 
taking cognizance of the 
activity in each account. 


3. It must be right psy- 
chologically, in that its ap- 
plication must tend to re- 
duce wasteful use of bank 
checking and_ collection 
facilities. 


4. It must be simple of 
operation, easily compre- 
hended by the customer and 
reasonable as to cost of 
maintenance. 


tomer and the bank. 

2. It will closely approximate the 
actual cost, taking cognizance of the 
activity in each account. 

3. It will be right psychologically, 
in that its application will tend to 
reduce wasteful use of bank checking 
and collection facilities. Banks today 
are largely in the position of taking 
the place of ** pocket change”’ 

4+. It will be simple of operation, 
easily comprehended by the customer 
and reasonable as to cost of main- 
tenance. 

At the present time, there are sev- 
eral plans in use that largely meet 
the requirements just set forth. 
From the list of such plans, two have 
been selected for reproduction here. 
The first, termed for convenience, 
‘*The quick analysis plan’’ follows: 


Quick Analysis Plan 


This plan provides an abbreviated 
analysis of each account, using only 
the main cost elements—those which 
are most frequently present in the 
small account. 
ee | Following is 
analysis of your account for the month 
) ee ee. ore a ee 
1. Maintenance cost 


2. Checks paid and deposits credited 
(25 @ $.035) 

3. Checks deposited for clearance or 
eollection (14 @ $.015).......... 21 


+. Other services (for explanation see 





ae) area arse mare oye a .00 
NE Ok dies cake 5s eae ROO $1.58 

5. Less income on your vet balance 
($125 @ $.33 per $100) ......... A4 
OFVIOG CRATES ccdcdiceci accu $1.14 
1. The maintenance or ‘‘dead 


carrying cost’’ is one of the dom- 
inant elements in the small aceount 
and it must not be ignored. 

2. On the basis of 21% cents for a 
check paid and 10 cents for a de- 
posit made, this figure has been av- 
eraged at 314 cents. There is a 
definite relation between these two 
items—in order to draw checks, a 
customer must make deposits. In the 
average bank, the ratio of deposits 
to checks is about one to six. Of 
course, the proper figure of cost for 
this combination of checks and de- 
posits may be figured for each bank 
or the average derived for each com- 
munity. 

3. Transit and clearing items are 
averaged as to cost. 

4. Collections, cashier’s checks, 
special demands for wrapped coin, 
and so on, are expected to be covered 
by this classification. Such items 
oceur infrequently in the small ae- 
count. 

5. Income to be allowed on net 
balances. (Few of the small accounts 
have an appreciable float element). 
Income calculation is made as fol- 
lows: 

$1,000 less 11% (reserve) equals 
$890. $890 at the average income 
rate (say .053) will provide $47.17 
per year. Reducing this by the 
conversion cost (say $4.80 per $1,000 
per year) that is, by $4.27, the ap- 
plicable income is $42.90 per year or 
about $3.50 per $1,000 net balance 
per month. This is the equivalent of 
$.35 per $100 of net balance per 
month. Care should be taken to keep 
the income allowance in line with 
current average income rates. 

The second plan chosen for repro- 
duction, herein, termed for conven- 
ience, ‘‘The balance equivalent 
plan’’ follows: 


The Balance Equivalent Plan 


The theory of this plan is to re- 
solve all bank costs into the equiva- 
lent balance requirement and to 
charge for any balance deficit, just 
as the bank charges for a loan 
through its discount department. 
For this purpose, a uniform rate is 
adopted, say in this case 6%. On the 
basis of cost figures used in the pre- 


(Continued on page 632) 
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Auto Loans In 52% Of Banks 


R. B. McFARLAND 


Business Surveys, Chicago 


ANKERS who have been coop- 

erating with automobile dealers 

apparently have made little 
ehange in their relationships with 
these dealers during the period of 
reduced sales. 

This is indicated by a study of 
reports received from 1,498 bankers. 
776 of these or 52% have automo- 
bile dealers as borrowing customers. 

These reports come from every 
state in the Union and indieate a 
somewhat better understanding of 
this industry by banks in Eastern 
and Pacifie Coast states than by 
banks in the Central West. 

Banks in every state finance deal- 
ers. The percentage is as high as 
78% in the state of New York (ex- 
eluding New York City), 77% in 
Virginia, 78% in New Jersey, and 
somewhat similar percentages in 
Eastern and Pacifie Coast states. 

The lowest percentage is in Ala 
bama where only 21% of the banks 
have dealer relationships. The cen- 
tral western states range from 26% 
in Kansas to 48% in Illinois (ex- 
eluding Chicago) Indiana, and Ten- 
nessee. 


Lack Of Understanding The 


Reason For No Loans 


There are many evidences in these 
reports to show that bankers who are 
financing dealers have an under- 
standing of the business, while those 
who do not finance dealers still have 
many misconceptions, based upon 
the automobile business of some 
years ago. 

For example, a number of bankers 
who do not finance dealers refer to 
the quota methods of manufacturers. 
These methods were abandoned some 
time ago and the automobile indus- 
try is now doing many things to 
prevent dealers from overstocking 
and to help them to make consistent 
profits. 

As a matter of faet, one group of 
dealers in the St. Louis territory 
showed a larger percentage of profit 
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An investigation extending over every state indicates 


little change in policy on automobile financing, except 


that bérrowers are checked more carefully than usual. 


during the past vear than during the 
year preceding. This was in spite 
of the fact that fewer ears were sold. 
The dealers, by following the sug- 
gestions of supervisors from the fac- 
tory, improved their control meth- 
ods, redueed their overhead and ap- 
erating expenses and made the 
inereased profit in this way. Cer- 
tainly this is making better borrow- 
ing customers for bankers. 

Manufacturers of a number of 
ears are doing somewhat similar 
work, although each one has a little 
different system. 

This work has been helped by a 
specialized accounting system in the 


The Story In Five 
Sentences 


1. A total of 52% of 
bankers reporting are lend- 
ing to automobile dealers. 


2. In most cases, those 
who do not finance dealers 
admit that they have not 
studied the business. 


3. Dealers are getting 
more help from manufac- 
turers than ever before. 


4. Of those bankers who 
have no dealer borrowers, 
48 say they have had no ap- 
plications, 43 say financial 
statements are unsatisfac- 
tory, 23 say there are no 
dealers in the territory, 21 
report lack of funds, and 
20 say the business is too 
hazardous. 


5. Most dealer loans are 
for short terms. 


dealer’s place of business which en- 
ables him and his banker to see al- 
most from day to day exactly where 
his business stands. 


As a matter of fact, ene manu- 
facturer requires a report every 10 
days to the regional office so that the 
slightest indications of a decline in 
the dealer’s profits may be sensed at 
onee and remedial measures put into 
effect. 

The automobile dealership is a 
specialized business and _ requires 
constant supervision. In the days 
when ears were difficult to get from 
the factory in sufficient quantities to 
meet all demands, very little atten- 
tion was paid to keeping the busi- 
ness in balanee. But those days are 
gone, and dealers everywhere have 
been taught (usually by the fae- 
tories, but in some cases by their 
bankers) to study the balance of 
their business in order to prevent 
one section from pulling down the 
rest. 


Factories Training Dealers To 


Sell Used Cars At A Profit 


For example, most factories are 
training dealers to become experts 
as used-car salesmen. By placing 
the emphasis upon this part of the 
business, losses on trade-ins are not 
only avoided, but increased profits 
are recorded on the resale of used 
cars. 

A practical example of the banker 
who keeps in touch with his loeal 
dealer almost daily is to be had from 
the report of an Illinois bank that 
finances four dealers. This bank re- 
ports splendid business from these 
dealers due to the fact that loans are 
paid promptly and the complete line 
of credit is cleaned up at the time of 
year when eredit is not needed. In 
other words, the financing is strictly 
seasonal and the loans are strictly 
commercial loans. This banker 
makes frequent visits to the dealers’ 
show rooms, talks with the bookkeep- 
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ers, and receives a financial state- 
ment at least every two months. 
From an Iowa town we have the 
report that the bank has discon- 
tinued the financing of dealers with 
the explanation that one bad expe- 
rience brought about the decision 
that dealer. borrowing 
stricken from the list 


should be 
of favored 
loans. 

In other words, because a loan of- 
ficer in the bank made a mistake in 
the selection of one dealer's credit. 
the bank directors decided that the 
way to correct the mistake would be 
to finance no more dealers in that 
line of business. 


Eastern Bankers Understand 
Auto Business 


This bank is typical of those that 
do not study the business and, as 
long as no study is going to be made, 
it is probably the best policy not to 
allow the officers to make any loans. 

It is interesting to discover from 
the reports that 87% of the banks 
reporting from Massachusetts under- 
stand how to make safe loans to auto- 
mobile dealers. This is the highest 
percentage recorded. The other per- 
centages by states are given in the 
accompanying table which is ar- 
ranged in order of greatest percent- 
age. 

Studying the comments of those 
bankers who did not finance dealers, 
we discover that 48 say they have 
had no applications; 43 say that the 
financial statements of the loeal deal- 
ers are not satisfactory; 23° state 
that there are no dealers in their 
territory ; 21 report the lack of funds 
for loans; and 20 comment that the 
industry is too hazardous. 

We wonder if there is any indus- 
try today that is not hazardous. Cer- 
tainly an industry is hazardous for 
bank credit if the banker does not 
take the trouble to learn something 
about it. A study will prevent you 
from making loans to certain dealers 
who are not likely to sueceed and will 
enable vou to make loans to those 
who will succeed. 

A few bankers who do not lend 
(lirectly to dealers or to purchasers 
do lend money to automobile finance 
companies, which in turn lend money 
to the dealer and the buyer. Here 
again, the situation is probably due 
to a lack of understanding of the 
business. It is left to the finance 
company to keep in touch with the 
trade. 
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Percentage Of Bankers Lending To Automobile Dealers 
See also the full page map on the opposite page 


(In order of size of percentage) 








1. Massachusetts 87 17. Utah .....61 33. North Dakota.....45 
2. Nevada. 83 18. New Mexico......59 34. Washington . 45 
3. New York .78 19. Maine 57 35. Arkansas... 45 
4. New Jersey 78 20. Wisconsin 57 36. Texas..... 44 
5. Virginia. .. 77 21. Arizona 55 37. Rhode Island 43 
6. West Virginid.....75 22. New Hampshire...53 38. Idaho 42 
7. Pennsylvania ~ a +! Sere .53 39. North Carolina... .40 
8. California ..73 24. Colorado 51 40. Iowa...... .. 40 
9. Vermont ....67 25. Connecticut . 50 41. Montana.. ae 
10. Chicago. .....67 26. South Carolina 50 42. Nebraska 1 
11. Florida 65 27. Mississippi .50 43. Missouri er 
12. Delaware .....64 28. Illinois. . .48 44. Oklahoma .. B86 
13. Wyoming ..64 29. Indiana 48 45. Louisiana 35 
14. Oregon...........63 30. Tennessee .48 46. Kentucky 32 
15. Michigan .....63 31. Maryland 47 47. South Dakota 31 
16. Georgia 62 32. Minnesota ...46 48. Kansas...........26 
49. Alabama ; «oa 

It seems quite apparent from he finances the business after he 


many of the reports that dealers who 
are not receiving support from the 
banks suffer this penalty because of 
the lack of adequate capital. In some 
cases a good salesman has attempted 
to operate as a dealer without the 
proper capital to conduet such a 
business. In other cases, a garage 
has gone into the automobile 
and lacks the 
capital to operate according to the 
opportunities in his territory. In 
those cases, the banker often helps 
the dealer to obtain some capital. 
and thus places him in a_ favor- 
able position for bank eredit to care 
for seasonal requirements. 

Some bankers, however, apparent- 
lv have not taken the trouble to sug- 
vest additional capital or to help the 
dealer to find some one with money 
who could be interested as a partner 
ov as a stockholder. Naturally, those 
lankers who have attempted to sup- 
ply capital to the dealer from bank 
funds have had unsatisfactory expe- 
riences because of the 
nature of the loan. 


man 


business necessary 


permanent 


Perhaps the most frank admission 
that is of interest to other bankers 
comes from a banker in West Vir- 
‘*We do not finance 


dealers 


ginia who says: 
automobile because we do 
not know the automobile business. ”’ 
Certainly that is a perfectly legiti- 
mate reason. The only criticism that 
can be made of this reply is that it 
indicates a lack of willingness to 
understand the Almost 
every town has its automobile deal- 
ers and they create the need for more 
credit than most other lines of busi- 
ness in the town. Certainly, the 
local banker ought to understand 
about the business. Whether or not 


business. 


understands it depends upon his 
judgment based upon his knowledge 
of how the business ought to be han- 
dled. Sueh knowledge will enable 
him to keep away from the risky loan 
but at the same time will enable him 
to make the safe loans. 


Dealer Loans Are For 
Short Terms 


Many of the reports give an indi- 
cation of the kind of loans made te 
dealers. One banker reports that his 
loans are in small amounts and are 
for the purpose of carrying the 
dealer while he is waiting for clear- 
ance of papers with the finance com- 
pany. Twelve bankers refer to dealer 
loans as ‘‘very short time accom- 
modation””’. 

A banker in the state of New York 
comments: ‘‘We have found auto 
paper good, liquid paper.’’ A banker 
from Delaware says: ‘‘We loan to 
responsible dealers and are willing 
to continue.”’ 

Most of those bankers who are 
making loans to dealers report that 
they have not adopted any different 
policy this year from that used here- 
tofore. But 109 of them say that 
they will not lend the same amount 
this year because of reduced pros- 


peets, lower quality in dealers’ 
statements, and increases in repos- 
sessions. 


Apparently the changes in loan 
poliey have simply been a tightening 
up of the credit investigation. In 
other words, the banker takes the 
benefit of the doubt rather than 
giving it to the dealer. For example, 
sixteen bankers described _ their 
change in policy by saying: ‘‘We 
are simply being more conservative. ”’ 
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Unusual Loan Experiences 


Cases From Six Banks 


STANTON TIERNAN 


For several years in banking 
in Baltimore 


UST how far loan officers are in- 
fluenced by the personal appear- 
ance of a borrower was discussed 

by several cashiers recently. Their 
opinions are best given by citing a 
few of the actual experiences which 
they related. One cashier told this 
story: 


One hot day in August, the man- 

ager of a certain manufacturing 
plant applied for a loan. The seeur- 
ity was seemingly good, consisting 
of the man’s own business, which 
owed its past success largely to its 
owner’s executive ability. But across 
his arm on this hot day the man 
carried a heavy overcoat. The 
banker was puzzled. Why the over- 
coat? Without knowing exactly why 
he did so, the banker refused the 
loan. It was only a matter of a few 
hours before his hunch was proved 
correct. For immediately after the 
loan had been obtained from another 
bank, the borrower of it skipped for 
Canada, taking with him 
his overcoat, his part- 
ner’s wife, the loan, and 
all the other liquid as- 


Every banker has his unusual experiences. Sometimes 


a sixth sense warns him to turn down a loan. Some- 


times instinct helps him discover a good loan. 


for the money with which to repay 
the amount. The president of the 
bank, although of the same faith 
as the applicant, replied rather 
bruskly that neither he nor his diree- 
torate could consider such collateral. 
Thereupon the interview ended. 
Certainly the bruskness and the 
failure to inquire further into the 
more tangible backing of the loan 
were both poor policy as events 
shortly showed. For when an appeal 
was made to another banker, al- 
though he was of a different religious 
belief, he was not offended by what 
the Sister considered the most im- 
portant means of repaying the loan. 
By judicious questioning, he soon 
ascertained that the power of prayer 
was by no means the sole guarantee, 
for the institution included among 
its other activities the operation of 
a large hospital which had been so 
successful that an addition was now 
needed to its buildings. These were 
not only to be tax free, but were to 





sets of the company, in- 
eluding his _ particular 
ability to run it, so that 
it shortly had to be sold 
out at public auction at 
a loss. 


In contrast to this, 

the inexperienced 
applicant for a loan in 
another case was the 
Mother Superior of a 
religious institution. On 
being asked what secur- 
ity could be given for 
the rather large sum she 
wanted, she said that 
she and the other Sisters 
would pray very hard 
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Because it was a ‘“‘new-fangled contraption” a banker refused a loan on one of 
the first automobiles. He failed to realize that its very novelty was making 
it popular as a “taxi” and bringing its owner a good income. 


be used by the city itself for its 
accident cases, and the city would 
pay a substantial sum each year for 
this service. The loan was readily 
granted and proved of such gilt-edye 
character that its only drawback was 
that it was paid off long before it be- 
came due. 


A loan on a branch factory had 

once to be refused because the 
property involved was located in a 
distant state. The banker, however, 
although unable to handle it official- 
ly, did recommend it to an estate for 
which he was trustee. When, a few 
months later, the manager of this 
branch was transferred to the fac- 
tory, which was in the same city as 
the bank, the accommodation was not 
forgotten and the bank soon took 
over all of its local business. 


The applicant for a loan in an- 

other instance was the possessor 
of a large two-lung, red-colored af- 
fair that occasionally 
ran under its own power. 
Despite the fact that 
the man did not want to 
borrow on his ear at all 
but offered other assets 
as security, the loan 
was bluntly turned 
down. But what the 
eashier failed to learn 
was that this particular 
vehicle was being used 
for what would now be 
called a taxi, and the 
novelty of it was prov- 
ing so popular and luera- 
tive that its owner be- 
came, in time, the owner 
of the largest independ- 
ent bus line in the state. 
But he does not bank 
with the institution that 





(Continued on paye 622) 
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Working sheets on the subjects to be decided upon are provided each director so that he has all the information he needs. This speeds 


up directors’ meetings so that no time is wasted. 


Our Board Work Is Thoroug 


Yet Meetings Seldom Last Over An Hour 


WELL-PLANNED procedure 

for a directors’ meeting is not 

only appreciated by the mem- 
bers of the bank’s board but places 
them in a position to render real 
service in an efficient and intelligent 
manner. 

The bank director is a busy man 
who is usually averse to the idea of 
attending meetings that sometimes 
seem to drag unnecessarily when, as 
a matter of fact, the procedure can 
be systematized in such a manner 
that everything of importance merit- 
ing his attention can be discussed 
and finally passed upon within the 
limited time allotted to a meeting. 

The present setup at the Central 
National Bank has one desirable re- 
sult. No matter how crowded the 
routine may be, as judged by the 
number of loans to be passed on and 
the trust investments to be consid- 
ered, it is possible to terminate the 
meeting within a little over an hour 
without leaving anything of im- 
portance undone. 

The setup seems to us to be an 
ideal one from the standpoint of ex- 
ecutive efficiency. The smooth funce- 
tioning of the meetings appeals par- 
ticularly to the individual members, 
who feel that the subject matter 
under discussion has been efficiently 
organized for them in a manner to 
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Thorough preparation 
of material for the at- 
tention of directors by 
officers and committees 
board 
consideration because 


insures careful 


there are no irritating 
delays caused by wait- 
ing for needed facts. 


H. A. MOSHER 


Vice President, Central National 
Bank, Oakland, Cal. 


expedite the expressions of their 
judgment. They feel that no im- 
portant matters have been unduly 
delayed. They adjourn with the 
realization that they can take up 
fresh matter at the subsequent 
monthly meeting, having already ac- 
complished what they had set out to 
accomplish. 

A meeting of the board of diree- 
tors of the Central National ‘Bank 
does not differ from that of any other 
bank in the sequential arrangement 
of routine matters for discussion and 
action. The members meet to discuss 


in the proper order the bank’s finan- 
cial statement of earnings and ex- 
penses, the granting of commercial 
loans and automobile finaneing con- 
tracts. They pass on all trust trans- 
actions, take up committee reports, 
and end up with special or unfinished 
business. 

There is, however, one thing to be 
emphasized. The work of the board 
members is according to a_ well- 
planned program. Loans, trust in- 
vestments, and other matters of 
equal importance have been properly 
passed upon by responsible officers 
and committees of the bank, and 
their recommendations are put in 
proper shape, so that the board ean 
speedily review them with reference 
to only the most essential facts, 
which have been sifted for their at- 
tention. 

Furthermore, the facts prepared 
by the various departments and com- 
mittees for the attention of the board 
have been properly organized by an 
officer, whose duty it is to keep in 
touch with these departments and to 
see to it that reports intended for 
the attention of the board members 
have been properly assembled and 
turned in at the required time. 

Before the directors can finally 
pass on them at the monthly sessions, 
loans, trust investments and other 
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such matters must have been checked 
carefully by bank officers of final 
executive authority and their ree- 
ommendations the 
proper forms. 


indicated on 


The proceedure is very much akin 
to that followed in any efficiently 
organized business corporation, in 
which the various functional depart- 
ments consider and act on matters 
with well-defined responsibilities. 
When any matter reaches the atten- 
tion of the board, it has been consid- 
ered from every possible angle and, 
therefore, presented in such shape 
that final decision can be arrived at 
without further delay. 

This is perhaps best illustrated by 
the manner in which loans are pre- 
sented for the attention of the direc- 
tors at the monthly meetings. For 
practical purposes, a loan book is 
used in which the number of each 
loan is listed, the name of borrower. 
amount involved, name of endorser. 
and the nature of the security. These 
entries are followed by the signature 
of the loan officer who handled the 
application and had formulated a 
definite opinion whether the applica- 
tion should be accepted or rejected. 

Ordinarily, the loan book might be 
sufficient. When members of the 
board request more detailed infor- 
mation, this can readily be supplied 
to them by an officer of the bank. 
While such detailed information is 
readily available, there is, however. 
usually a delay which tends to pro- 
long the proceedings, thereby con- 
stituting a source of irritation to 
some of the members of the board. 


Each Director Has Copy 
Of Loan List 


The present arrangement solved 
this problem in a highly satisfactory 
manner. Each member of the board 
iv supplied with exact duplicates of 
the monthly loan list, copies of the 
statements, and the notations and 
recommendations of the bank officers. 
This material is carefully prepared 
ahead of time, and, it goes without 
saying, carefully checked for accur- 
icy by the bank officer who super- 
vises the assembly of reports prior 
The usual pro- 
cedure is for the chairman of the 
finance committee to hand the loan 
data to the members as they enter 
the board room. This usually gives 
each board member 20 or 30 minutes 
in which to examine the data con- 
tained in the loan list and accom- 
panying statements before final ac- 


to board meetings. 
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How Facts Are 
Presented To Directors 


1. Each director is sup- 
plied with a loan list which 
records essential informa- 
tion about all advances upon 


which the board must act. 


2. In addition, a copy of 
the financial statements of 
each borrower and officer 
and of committee recom- 
mendations are handed each 
member when he enters the 
board room. 


3. Each 
lowed 20 or 30 minutes to 
examine the data before the 
meeting is opened. 

4. At the close of the 
meeting, all of this confi- 
dential information must 
be returned to the officers, 
for it is not proper to allow 
it to leave the bank. 


member is al- 


§. Each director is sup- 
plied a comprehensive sum- 
mary of each proposed 
trust investment which has 
previously been approved 
by the trust officer and the 
president of the bank. 


tion is taken by the board. 

The individual member may sort 
out the material in his own way, pos- 
sibly segregating those which, in his 
opinion, are questionable. When the 
routine of passing on loans comes up, 
the loan book summary is still of in- 
estimable value to the board mem- 
ber, as it states the recommendation 


of the loan officer and the action 





taken on the matter in each instance. 
But when in doubt, the board mem- 
ber can refer to the more detailed 
data, and in so doing he is not un- 
necessarily delaying the proceedings. 

This arrangement serves the im- 
portant purpose, aside from the 
speeding up of board proceedings, 
of inspiring members with a feeling 
of responsibility to give each loan 
the consideration it merits. Such de- 
tailed consideration of loans and 
other items of special importance 
gives added significance to the board 
deliberations, and the members of 
the board usually feel the weight of 
their responsibility. 


Copies Of Loan Lists Destroyed 
After Meeting 


It must be noted, however, that the 
copies of loan lists and statements 
thus supplied must be returned at 
the close of each meeting. These 
copies of loan lists are then des- 
troyed, with the exception of one 
copy, which contains a complete 
record of recommendations and final 
action, and is earefully filed for 
future reference. The confidential 
nature of the information makes this 
necessary. Furthermore, no useful 
purpose is served by allowing the 
data to leave the bank. From the 
standpoint of the board member, the 
matter is closed as far as he is con- 
cerned. His only interest is to give 
his attention to fresh material 
sented at the subsequent monthly 
meeting, in the manner already des- 
cribed. 


pre- 


Loans pass through several chan- 
nels for checking and for executive 
and committee approval prior to pre- 
sentation at the directors’ meeting. 
This applies not only to commercial 
loans, but also to automobile finane- 
ing contracts and trust department 
investments. A commercial loan is 
first considered by a loan officer who 
then submits it for the O. K. of an 
executive officer of the bank. The 
matter then proceeds to the finance 
committee, and on its recommenda- 
tion, finally to the board of direc- 
tors. 

The very same procedure charaec- 
terizes the handling of automobile 
financing contracts, except that each 
contract must be considered by the 
discount committee of the 
finance committee. 

In the matter of trust department 
investments, the procedure is highly 
organized, but follows substantially 


instead 


(Continued on page 628) 
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Public Relations The Keynote _ 


Of F. A. A. Annual Convention 


OU who stayed at home and 

wondered what bank advertis- 

ing men talk about at the an- 
nual convention of the Financial 
Advertisers Association, would have 
found your time well spent had you 
attended the 17th annual convention 
at Chicago last month, for you would 
have found these men talking bank- 
ing. 

There has been some criticism on 
the part of presidents and executive 
officers, based upon the belief that 
men who advertise banks do not in- 
terest themselves in banking as 
much as they should. It was very 
evident, at this convention, that the 
advertising officers understand that 
they must know banking and are 
making a serious attempt to keep up 
with the very latest in 
knowledge. 


banking 


The frankness with which these 
men and women face their jobs as 
publie relations officers for the banks 
of America is indicated by the fact 
that they selected as the first speaker 
on the program a man whom they 
knew would charge banking with 
having certain serious faults. 

Col. Frank Knox, publisher of The 
Chicago Daily News, was the head 
of President Hoover’s Citizens Re- 
construction Organization to help 
reduce the amount of money in 
hoarding. He told the assembled 
bankers exactly what he thought of 
banking at the time he started his 
work. 

The basis of his talk was a state- 
ment in which he said that bankers 
at the time his work was started 
were completely cowed by the situa- 
tion in which they found themselves. 
Most of them were afraid to say any- 
thing. Most of them urged him not 
to say anything. 

The convention accepted Colonel 
Knox's analysis as a challenge, and 
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Bankers everywhere are accepting the task of educat- 


ing the public on financial matters. A real impetus 


to better relations was given by the annual gathering. 


procee d ed 
earnestly to 
study theories 
and methods 
for controlling 
public  confi- 
denee. 

The program 
committee rec- 
that 
an advertising 
man must know 
about banking 
and that a 
banker must 
know about ad- 
vertising. So it 


ognized 


Was arranged 
that Roy L. 
Stone, vice 
president of 
the First Wis- 
consin Nation- 
al Bank of Mil- 
waukee, should 
diseuss the sub- 
ject ‘‘ What 
The <Advertis- 
ing Man Should 


Know About 
Banking’’ 
Wirt Wright, 


president of 
the State Bank 
& Trust Co. of 
Evanston, Illi- 
nois, discussed 
“What The 
Banker Should 
Know About 
Advertising. ”’ 
Then Peter 
Michelson, 
manager of ad- 
vertising and 
publicity for 
the Bank of 
Ameriea of San 
Franciseo, told 










H. A. Lyon Heads F. A. A. 


fl. A. Lyon, advertising manager of the 
Bankers Trust Co., New York was elected 
president for 1932-1933 of the Financial 
Advertisers Associ 
ation. First vice 
president is Alva 
G. Maxwell, vice 
president, Citizens 
and Southern Na 
tional Bank of 
Atlanta, Ga.; 
second vice presi 
dent, 1. 1. Sperling, 
assistant vice presi 





dent, Cleveland 
Trust Co., Cleve 
land, Ohio; third 
vice president, Frank Fuchs, advertising 
manager, First National Bank, St. Louis, 
Mo.,and treasurer, E. A. Hintz, Chicago, Il. 


H. A. LYON 


Directors were elected as follows: 

C. Delano Ames, advertising manager, 
Maryland Trust Co., Baltimore, Md.; 
Beatrice E. Kempff, advertising manager, 
Fidelity-Philadelphia Trust Co., Philadel 
phia; Frank G. Burrows, advertising 
department, Irving Trust Co., New York 
City; Don Knowlton, manager publicity 
department, Union Trust Co., Cleveland; 
Leopold A. Chambliss, assistant vice presi 
dent, Fidelity Union Trust Co., Newark, 
N. J.; Robert W. Sparks, assistant treas 
urer, Bowery Savings Bank, New York 
City. 

Jacob Wushner, assistant  seeretarv, 
United States Trust, Paterson, N. J.; J. 
Blake Lowe, second vice president, Equit 
able Trust Co., Baltimore, Md.; Ralph 
Eastman, assistant vice president, State 
Street Trust Co., Boston, Mass.; Charles 
H. MeMahon, retiring president, Detroit, 
Mich.; J. Mills Easton, advertising mana 
ger, Northern Trust Co., Chieago, IIL: 
Peter Michelson, advertising manager, 
Bank of America, San Franeiseo, Calif.; 
Stephen H. Fifield, assistant vice presi 
dent, Barnett National Bank, Jacksonville, 
Fla.; Henry L. Parker, manager business 
extension department, Detroit Savings 
Bank, Detroit, Mich.; A. Key Foster, 
assistant trust officer, Birmingham Trust 
and Savings Co., Birmingham, Ala.; G. L. 
Spry, advertising manager, Canada Trust 
Co., London, Ontario, Can. 





how, he has.al- 
ready launched 
a campaign to 
‘‘advertise our 
way out of the 
depression. * 
Ile told of Mr. 
Giannini’s pol- 
iey of assum- 
ing the respon- 
sibility of help- 
ing the people 
of California 
to see the good 
in the present 
situation and 
to look forward 
to better busi- 
ness, thus get- 
ting their 
minds away 
from the trou- 
ble in the past. 
Publie rela- 
tions was again 
prominent = in 
the address of 
Harold Choate, 
vice president 
of the Liberty 
Bank of But- 
falo, in which 
he diseussed 
“The Service 
Charge And 
‘the Public.”’ 
Roy H. 
Booth, Jr., of 
the develop- 
ment  depart- 
ment of the 
National Shaw- 
mut Bank of 
Boston, de- 
scribed a gen- 
eral bank de- 
velopment 
plan that meets 


Cont. on page 634) 
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Banks Sometimes Liable 
For Robbery Of Vault Boxes 


LESLIE CHILDS 


Legal Counselor, Indianapolis, Ind. 


N VIEW of the current tendency 

to hoard money in safe deposit 

boxes, and the frequent reports 
of their looting by robbers, the ques- 
tion of who bears the loss in cases of 
this kind, as between the box holders 
and the bank, must be answered for 
every bank. This question has been 
hefore the courts in a number of 
eases, and the holdings thereon may 
fairly be sum- 
marized as fol- 
lows: 

Generally 
speaking, a bank 
renting sate de- 
posit boxes is a 
bailee for hire, 
and is bound to 
exercise ordi- 
nary care in the 
protection of 
property placed 
in such boxes. 
Under this rule, . 
in the absence 
of a special con- 
tract, a bank 
does not become 
an insurer of 
the safety of the 
contents of 
boxes, and, in 
case of loss by 
robbery, the 
burden is on the 
box holder to 
show negligence on the part of the 
bank before the latter may be held 
liable. 


This Bank Was Not Held Liable 


In Webber v. Bank of Tracey, a 
California case, reported in 225 Pae. 
41, the safe deposit boxes of a small 
town bank were burglarized by the 
use of an oxyacetylene torch and 
flame. The burglars obtained over 
$12,000 from the various boxes and 


614 


The Situation In 
Two Sentences bank 


vault boxes is as good as that 
provided in other towns of 
a similar size in the state, 
the courts have not held the 
bank liable for loss resulting The 
from a burglary. 


2. When lack of protec- 


banks in similar towns in 
the state is proved, courts 


have held the bank liable 


for loss to customers. 


With so much of negotiable value in vault boxes. 


banks must understand their liability in case of theft. 


The findings of several courts are given herewith. 


the suit for damages by the box 
holders against the bank followed. 

This action was grounded upon 
the theory that the bank had not 
used ordinary care in safeguarding 
the boxes, and the evidence tended 
tc prove the following facts and cir- 
cumstances that culminated in the 
robbery. 

The kank rented on an average of 
100 safe deposit 
boxes at an an- 
nual rental of 
$2 per box. The 
building 
was of conerete 
with 18-ineh 


1. When the protection walls. and the 
afforded the contents of vault was con- 


structed of the 
same material 
and thickness 
with iron doors, 
fire-proof and 
thief-resisting. 
windows 
and doors were 
protected by 


iron. gratings. 


tion equal to that given by ‘The wes Ge 


burelar alarm 
installed in the 
bank, and no 
watchman was 
employed. 

No want of 
care on the part 
of the bank in locking the building 
the evening preceding the robbery 
was shown. In fact, the record was 
clear that the bank conducted its 
safe deposit department in conform- 
ity with the practice of other banks 
of California in towns of similar 
size. In holding the bank not liabie 
for the loss, the court reasoned : 

‘*The relation between these par- 
ties was that of bailor and _ bailee. 
The defendant was a bailee for hire. 
It devolved upon defendant to use 


ordinary care in the safeguarding of 
plaintiff's property. It would seem 
that the ordinary care required of a 
bank in a ease like this is that the 
construction of the bank building 
and the method of protection and 
the general conduct of its business 
should conform to those of banks in 
similar communities. * * 

‘While plaintiff has wholly failed 
to affirmatively show negligence, de- 
fendant has shown by undisputed 
evidence that in maintaining its safe 
deposit vaults it conformed to the 
practice and conduct of all other 
country banks in California, sit- 
uated in towns of like population 
and character. 

‘*Briefly, this evidence shows, 
without conflict or contradiction, 
that the bank building was as good 
or better than the ordinary country 
bank building in California; that 
the interior arrangement of the bank 
was the ordinary and usual arrange- 
ment; that the bank vaults were pro- 
tected by doors similar in all re- 
spects to those in other banking in- 
stitutions in California in similar 
sized communities; that no bank in 
California, up to the time of the rob- 
bery, in a community of less than 
1,000 inhabitants, had either a night 
watchman or a burglar alarm. Be- 
lieving, as we do, that the evidence 
wholly fails to sustain the verdict. 
(verdict of the jury against the bank 
rendered in the lower court) we are 
of the opinion that the judgment 
must be reversed. * * * Judgment 
reversed. ”’ 

So too, a like conelusion was 
reached under similar facts in 
Young v. First National Bank of 
Oneida, 150 Tenn. 451,265 S. W. 681. 
Here the bank was located in a town 
of 1,000 population, and its building 
and safe deposit department com- 
pared favorably with other banks 


(Continued on paye 630) 
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How Buying Increased Sales 


For One New York Manufacturer 


OR some time, it has been urged 

that if we would all start buy- 

ing, business would pick up and 
conditions would quickly 
better. 

When President Hoover called 
conference of business and indus- 
trial James H. Rand, 
president and chairman of the board 
of Remington Rand, Ine., manufae- 
turers of banking machines and sup- 
published an open letter to the 
Honorable Roy D. Chapin. 
Secretary of Commerce, in 
which he pledged his com- 
pany to buy immediately. 
The contents of this letter is 
and 
It is as follows: 

‘In answer to the appeal 
you have made to American 
business and business men 
for courage, foresight and 
faith in this country and its 
future, | am happy to in- 
form you of a decision which 
may help to ‘turn the tide 
in the right direction.’ 

‘Our Company has, to- 
day, issued instructions to 
its purchasing department 
to buy immediately $4,500,- 
000 worth of raw materials 
and supplies for use the bal- 


become 


leaders, 


plies, 


interesting inspiring. 





ance of this year. And, 
addition, wherever possible 
at present prices, contracts 


are to be placed covering all 
our requirements for the en- 
tire vear of 1933, such con- 
tracts to be based upon an 
anticipated business increase 
of 25% over our 1932 re- 
quirements. 

‘In taking this step we 
are motivated by the desire 
to sell our products by help- 





ing to inerease general busi- a 
Propelled by the desire to stimulate employment and to take advan- 
ity prices, Remington Rand appropriated 
$4,500,000 for the early purchase of raw materials and announced 


ness activity; also, by the 
desire to take advantage of 
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tage of low commodi 


Ceurage is the husiness strategy needed today. 


This experience may sugg 


est a way for you 


to inspire wise courage in your community. 


current prices of raw materials, 
many of which are the lowest in our 
55 vears of business history. 
‘Coming in advance of the con- 
ference of business and industrial 
leaders whom the President has 
called to convene this Friday, it is 
my hope and that of my associates 
that this letter will help to show 
that American business is ready to 
prove by action instead of word that 


it has the courage, foresight and 


We started 
to buy... 


then our own sales went up 26% 
7 
An expentence of interest tr all besinessea, large 
ow emall, thar want help speed up recoeery. 


By Jame FL Raw, Je, Peete 
Comme Ram fe 


And whee whose’? every mbes ‘sow com 


y EN we aameunce on Acq “th 
modine sow! The secrmary fecihtrs ere 


het we nat Geruien! to lary mumecinre'y 


94. 900,000 worth of macerem tor the bearer poet) Ln coemmmreramg 1 Rewwnern Kamel > 
of 9S, our deats were fond! with comprar 


serio, che Wal “ereer journal amd ecfitarniiy 
“Thos ip precisely the Kind of thang for whach 
Che ren OTe me em coccore 
manstactarers te borree and berks w lend.” 
Morrone, Che fart meow th \ olmmel Aree 
of the Qeveined Tras Cormnans, shows rhet 
many commen: ct at we ae the kowest pout 
wm 190 rears 
More than that, he ST. Timer Anmaiee 
enone chat toting the creme drop af 12ML 
190), cammodiry oriees hewe gune op substan 
aly ance juor 
We eee thew tarts cine 
ev) conneee © encourage bee 
ng © crwet wwy hen But 
che Some more satin remo 


wbetory memmages, sechaiung one trem Swureary 
of Comamerce Chaya. 

We apprecume these cxprrmmens A’ che wee 
tome We ae prmmndy surpreed to pote thet 
oor own caer we wow romneng lot ahem! of 
met 

We don’t know jaw whet coud thew in 
qremmed mien Bor we do bnow what » Mt and 
what opareemn they Nave even aur own 


fay worth nf grants wont om 
moteacly be scheduled tor 
powtacton, 


fp Le 


Care of Comennang Pines Ser he At re 





es Re 


cetera of 
Remington Newewmn serdar ane acame Vopewrten Revers Seer nod earn Remmmewe Mer heme 
Raree Lerner Reareee Bawee Fageemen Sale smmene 





this action in newspapers as illustrated. 





faith for which you appeal.”’ 

This letter was published August 
25 in newspapers throughout the 
country, and on September 8, an- 
other announcement was published 
in which Mr. Rand states: ‘‘We 
started to buy...then our sales went 
up 26‘ 

The simple, direct, and frank 
statement in this advertisement read 
as follows. 

‘When we announced on August 
25 that we had decided to 
buy immediately $4,500,000 
worth of materials for the 
balanee of 1932, our desks 
were flooded with congratu- 
latory messages, including 
one from Secretary of Com- 
merece Chapin. 

‘*We appreciate these ex- 
pressions. At the same time 
we are pleasantly surprised 
to note that our own sales 





are now running 26% ahead 
of a month ago. 
‘““We don’t know just 


what caused these increased 
sales. But we do know what 
a lift and what an optimism 
they have given our own 
organization. And we know 
that right today Remington 
Rand salesmen are spread- 
ing that feeling to many 
thousands of other business 
men, in every line of indus- 
try. Think what an endless 
chain such a movement ean 
become. 

‘In commodities alone, if 
all American industries were 
to place orders for four 
months ahead, upward of 
five billion dollars worth of 
goods would immediately be 
scheduled for production. 

‘*And why shouldn’t 
every industry buy com- 





(Continued on page 635) 


615 












































Associate Members Cooperate 


In F. A. A. Research Work 


ECOGNIZING that publishers, 
agencies, and service com- 
panies must be practical stu- 
dents of bank promotion work, the 
linancial Advertisers 
appointed a 
made up of 
these fields. 


tailed 


Association 
committee 
members in 


resea rch 
associate 


De- 






Reports given at the recent convention show ad- 


vantages of various media for bank public relations 


work as based on the experiences of many banks. 


effort was to bring out the benefit 
of membership, both to the Associa- 
tion and to the agencies. One report 
sums up the whole situation in such 
a few words that it is typical. This 
report said : 

‘“*The interests of the buyer 


and the seller of 


reports advertising are 
were prepared . : ce mutual. Both 

_— Four Points In The : 
and ten-minute are interested 
digests of them Reports vitally in the 
were presented continuity, the 
to the conven- PF ° success, and the 
Aigo ongeet 1. The interests of the profit aceruing 
four of the bank and its publicity ser- from — advertis- 
members, on vants are mutual. ing. Results 


various media. 


These reports 


2. About 16% of the de- 
posits of banks are carried 


from — financial 
advertising are, 


were made by as a rule, rather 
Edwin Bird in other banks as corre- intangible and 
Wilson, presi- spondent accounts, and that require the com- 
dent of Edwin ; ; ; bined efforts of 
Bird Wilson, is the basis for inter-bank those who have 
Ine. of New advertising. faith. to keep 
York; Clifford 3. During the coming those who eon- 
DePuy, pub- . trol budgets, 
cin” Wisitece year, sincerity and natural- ld. ‘My om 
Banking Pub- ness will assume an impor- opinion has long 
lications, Des tance in direct-mail ap- been that there 
Moines, Towa; proach more than ever should be no 
Ray Bauder, distinction — be- 
Bauder- Baker. before. tween different 


Chicago; and F. 
LeMoyne Page, 


the 


4. In good times or bad, 
mass - medium - display 


groups in finan- 
celal advertising. 


Street Railways k Ss edhe All should be 
Advertising Co., cops tae Game oF 6 OER active members 
New York. constantly before the eyes of the Associa- 
Speaking of of the bulk of the popula- fon. 
research made cee. In reporting 
among advertis- upon an investi- 
ing agencies vation made to 
serving banks. Mr. Wilson said, discover the value of financial pub- 


among other things: 

‘The committee in its r 
work asked certain questions of the 
advertising which hold 
associate memberships in the Finan- 
cial Advertisers The 


search 
agencies 


Association. 
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lications in the bank advertising 
field, Clifford DePuy said, in part: 

‘Through a long period of years 
now the 


correspondent phase of 


American banking has been develop- 


ing. 


This development has brought 








profit and satisfaction both to the 
country and city banks alike. Be- 
cause the financial journals are read 
by both the country and city bank- 
ers, these publications are the logical 
and influential media for correspon- 
dent bank advertising. 

‘‘In these connections, the only 
point I can now take time to stress 
is that the amount of money involved 
should influence you in making a 
just allowanee in your advertising 
appropriation — for 
publicity. 

‘**Look at the figures. In round 
numbers, according to the most re- 
cent statistics, the total deposits of 
banks in the United States are 50 
billion dollars. Of this, 8 billion 
dollars is due to banks. Thus, 16% 
of the total deposits of banks are 
carried in other banks as correspon 
dent accounts. 

‘‘In some of the larger cities, the 
figures which our committee has 
¢heeked run as high as 20%, 25% 
end 30%. IL simply ask the ques- 
tion: ‘How many advertising exeeu- 
tives of the larger institutions are 
appropriating a proper proportion 
of their total budget for acquiring 
and maintaining correspondent bank 
accounts?’ Certainly this amount of 
business ought not to be ignored 
without strengthening and perfect 
ing the proper business machinery 
for carrying it on. 


correspondent 


‘*In considering the second topic 
under the value of Financial Pub- 
lications to Advertisers or ‘Why in- 
vestment companies should adver- 
tise to banks’ we must not forget the 
great economic and financial changes 
through which we are passing. These 
changes are reflected in our adver- 
tising. And surely they are making 
that advertising more objective and 
scientific. The publishers of  finan- 


(Continued on page 631) 
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Recordak Photographs. 


of Depositors’ Statements 


become the Bank’s Ledger 


RECORDAK 





| geen om photographs statement sheets in 
duplicate on two separate rolls of film. 
Eighty statements a minute at a cost of only 4 
cents. Think what this saves in time—labor 
—equipment— money— over ordinary double 
posting methods. 

Recordak can photograph as well every 
check paid by your bank, 30 for a cent... an 
irrefutable record of every transaction, that 
protects you against frauds, errors, disputes— 
gives youatamper-proof,abstraction-prooffile. 

And it photographs transit checks, saving 
40% in transit department cost. 


Recordak Corporation 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue—New York City 


Readers will confer a favor by 


Recordak is rented for $25 a month...with 
no charge for installation or upkeep. Film ex- 
pense is extremely moderate. Hundreds of 
bankers find Recordak indispensable. We can 
give you definite figures on what it saves. 


It’s time to call a conference on Recordak 


Some bank near you is Recordak-equipped. Its offi- 
cers will be glad to show you the in- 
creased efficiency, lower operating 
costs, and indisputable evidence 
of all transactions, which Recordak 
makes possible. 


a 4 





mentioning THE OCTOBER 1932 BANKERS MONTHLY when writing to our advertisers 


—saving 331/;% im la- 
bor, 40% in machines, 
50% in stationery in 
the bookkeeping de- 
partment of your bank 
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More Encouraging Trends 


Building And Loan Statistics 
Made Public 
building and loan 


OTAL assets of 
associations in the United States are 


$5,417,375,605, according to the annual 
report of the United States Building and 
Loan League. 

‘* Eighteen states, including the District 
of Columbia and the Territory of Hawaii. 
increased their assets in 1931. The com- 
bined assets of the 11,442 building and 
loan associations showed a decrease of 
$411,236,320 over the previous year. The 
total membership was 11,338,701, or a 
1,012,227 members for the 
year. The total investments of building 


decrease of 


and loan associations in mortgage loans 
was $7,209,646,610, 
total 


amount of mortgage loans made 


which is 85.7% of 


their resources, The aggregate 

in 1951 
is estimated at $900,000,000, as compared 
with $1,300,000,000 for 1930, a decrease 


of a little over 30%.’’ 


Encouragement In Steel 


N IRON and steel, as in the stock mar 
ket, progress appears to be a matter of 


tor steel especially for car repairs and 
rails. Both the Norfolk & Western and 
Delaware & Hudson railroads are reported 
considering placing 4,000 to 5,000 tons of 
rails. At Chicago and Pittsburgh, more 
interest in equipment repairs is reported. 

Unusual animation over new automobile 
models is displayed at Detroit, and while 
some requirements for steel will not be 
closed until early October, shipments to 
the industry will improve in the latter days 
of September. With Ford retrenched to 
a 3-day weekly schedule, September out 
put may undereut August. 


Car Loadings Show Marked 
Improvement 


HE statisties of freight car loadings 

for recent weeks indicate that a real im- 
provement in general business has begun,’’ 
says the Railway Age. 

Study of the statistics reveals that there 
has been oceurring recently, a substan 
tially larger than normal seasonal increase. 
In the four weeks immediately preceding 
the Labor Day holiday in 1928 total weekly 
1929, 5%; 
in 1930, 7%: in 1931, 3.4% and in 1932, 


12.8% 


londings increased 6.4%; in 


‘*There was an increase in the week 
ended September 3 over the week ended 
August 6 in the loading of each of the 
major classes of commodities, ranging from 
less than 1% for ore to as much as 34% 
for coal. The increase of almost 13% 
within these four significant 
principally because it exceeded even the 
seasonal increase in the corresponding 
weeks of 1928. In 1929, 1930 and 1931 
the general trend of traffie was downward 
in the latter part of the year, but in 1928 
it was upward and continued to be so 
throughout the first three-fourths of 1929; 
and yet the inerease in the four weeks 
ending with September 3, 1932, was rela- 
tively twice as great as in the correspond- 
ing part of 1928. Almost invariably a 
downward trend of traffic in the fall has 
heen the forerunner of a poor year’s freight 
business, while an upward trend in the fall 
has presaged an upward trend throughout 
most of the following year. 


weeks is 


‘* Additional evidence that the trend of 


freight business has turned upward is 
afforded by other comparisons. Railway 
freight relatively the 


smallest in June, 1932 than it has 


business became 


been during the depression. Car load 
backing and_ filling, 


and after rising from 
13i4% to 154% in 


the first 10 days oft 


ings were then 54.2% 
1929; 
47.1% less than in 


less than in 
Summary Table of Number of Associations, Total Membership, and 





nae 1930, and 34.3% 
September steel pro fotal Assets of Building and Loan Associations by States, 1931 ion thems ta 12061. 
duction eased off 1 In July they were 
half point to 15% in No. of Total — Total Increase in _Increase in 54% less than in 
the week ended Sep Assn’s. Membership Assets Assets Membership 1929: 45.9% “ee 
tember 17,’’ states 1. Pennsylvania 3,268 1,236,297 $ 1,250,692,072 *$120,531,357 *304,288 than in 1930, and 
Se : 2. New Jersey 1,559 1,107,731 1,201,973,615 * 9,968,298 * 90,446 Pees ; ; 
1e magazine Steel. 3. Ohio 768 2°378,811 1'158,281,871 * 85,985,055  *204,956 34.4% less than in 
Pentacta for whic 4. Massachusetts 227 499,523 560,103,042 * 2,615,206 * 13,908 931. j + 
Rick meade which 5. Illinois 913 905,500 466,600,631 * 3,472,636. * 40,000 l In Augus' 
R. F. C. loans are 6. California 200 550,000 453,007,351 * 57,513,139 * 50,000 they were still 54% 
EE ERAT OOD 7. New York 302 585,471 443,252,364 2,523,350 * 10,394 a ; : on 
bn ing made available a iteioes 386 400,800 288,584.111 * 18286071 * 28.647 less than in 1929. 
include a line for 9. Wisconsin 186 276,795 281,233,267 * 9,392,718 * 26,066 but only 44.9% less 
the Metr an 10. Maryland 1,100 320,000 210,000,000 * 10,000,000 * 10,000 the in 1930 and 
w Metropolitan 11. Missouri. 240 268,082 206,364,643 * 4,555,959 * 13,949 man in 1930) am 
Water District of 12. Louisiana 101 190,496 170,871,291 * 11,487,001 * 10,434 31.3% less than in 
pS Sete 13. Michigan 66 219,174 165,269,540 * 1,930,273 8,452 sin 
Southern California, 14. Nebraska..... 83 205,250 137,017,569 * 11,689,194 * 19:750 1931. In the week 
requiring 25 00 s 15. Texas 145 174,550 127,285,978 * 7,457,172 * 10,210 nding Sentemher 2 
eq uring 25,000 ton 16. \Oidahhome 0 214°678 126°343.-461 * 13460734 * 40°322 ending eptember _ 
of structural and 17. Kansas 152 193,771 126,319,718 * 6,042,931 * 16,512 they were only 26.3% 
=| ; 3 18. Kentucky 159 187,000 121,821,568 2,893,309 4,100 i ea Es 
»,000 tons of other 19. North Carolina 229 95,208 85,348'383 * 6.843.991. * 707 less than in the cor 
steel, and the Belt 20. Dist. of Columbia 24 83,307 81,861,000 6,457,000 8,054 responding week of 
cles ‘Miatieis 8 21. Washington 66 220,256 72,895,967 * 35,365,403 * 78,588 26) ond tebe en 
ane Railroad bridge 22. Virginia 94 66,570 60,365,508 * 74,136 * 160 Yol, and there was 
at New Orleans, tak- 23. Colorado 67 85,870 59,136,661 * 897,711 * 35,984 no holiday in either 
3 : , Utah 24 86,654 53,245,524 * 2,397,180 * 8,609 s . ts 
ing over 60,000 tons. Iowa. . 76 66,405 48,104,496 * 1,603,694 1,062 of these weeks. They 
Pio et Arkansas 67 61,571 44,810,774 73,686 * 11,146 were » 457 23S 
The thirty-eight Minnesota... 17 118,155 43,334,358 819,503 «12,117 ere only 45% less 
street vehicular tun West Virginia... 61 56,350 37,741,341 1,489,194 * 2,450 than in the corre- 
+. < hee Rhode Island 8 49,041 34,639,798 3,098,546 4,561 . . sd . 
nel at New York, a Alabama 40 39,440 28,080,387 * 1,354,495 * 1,900 sponding week of 
150,000 ton project Oregon 27 46,000 27,009,782 * 3,559,321 * 6,000 1929 and 34.7% less 
* 5 dag Connecticut 42 36,133 26,436,580 269,674 * 1,867 than in 1930 
is under considera South Carolina x 152 32,000 25,550,000 * 1,450,000 * 2,000 : vo. 
fein lachs Maine 36 28,444 25,515,436 515,436 * 1,556 ‘The oe ia 
ion at W ashington, a hl 27 37/903 20,920,378 * 314.747 * 7/260 The cumulative 
as are bridges across Mississippi 47 27,380 18,680,105 * 1,781,991 * 2,620 effect of all the 
Saag eae Tennessee. . 40 24,970 18,496,924 97,538 * 130 CE Dag: 
the Niagara river at Delaware 44 20,500 16,118,223 629,502 800 comparisons is to 
Buffalo and the St. Florida..... 67 12,400 15,975,572 * 1,853,263 * 1,100 indicate a decided 
ee New Hampshire , 29 17,625 14,217,425 - 424,361 * 45 - ee 
zawrence at Ogdens- North Dakota... . 22 21,100 14,154,371 768,636 1,100 tendency of freight 
burg, N. Y., eae , Vyoming. . 11 18,500 9,893,947 64,851 100 3iness inerease 
= Fe ach re Georgia... . 40 18/419 7,015,133 975,680 1,688 business to increase. 
quiring 12,000 to South Dakota 22 10,768 6,329,555 * 21,030 494 There have been up 
15.000 Vermont. .. 14 6,210 5,297,011 548,011 * 115 ; F 4 
ew wane. Idaho... 14 7,850 5,168,892 * 470,984 * 715 turns during the de 
Formulation of a New Mexico.... 18 5,250 5,015,799 * $6,081 * 100 pression that proved 
. Ari 9 x ,78 
program by the Rail- ———.. | 3 1440 Voveess * 1,049484 * 1,480 temporary, but there 
road Equipment Hawaii 10 14,003 5,007,087 514,321, * 171 has been no other 
Finaneing Corp. is TOTALS..... 11,442 | 11,338,701 $ 8,417,375,605 $*411,236,320 *1,012,227 upturn so marked as 
expecte ove f ic : . 
pected to develop ay ery that which has oe 


noteworthy demands 


* Decrease. curred recently.’’ 
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WARNING | 


to PROPERTY OWNERS 


ODAY a letter came to my 

desk that deeply impressed 
me. It was written by awoman— 
the mother in a typical American 
family. Her little home had been 
saved from foreclosure by a coat 
of new paint, for which a part of 
their meager savings had been paid. 


Those few gallons of fresh paint 
had so revived the appearance and 
enhanced the value of the prop- 
erty that the mortgagee had con- 
sented to renew the loan... and 
the littke home was saved. 


1 could not help thinking of the 
thousands of homes and buildings 
that are shabby and unattractive 
today due to several years of 
neglected painting; of the millions 
of home owners who, because of 
reduced incomes and enforced 
economy, have been obliged to 
sacrifice painting for taxes, inter- 
est, assessments, to say nothing of 
food, clothing, heat and other 
essentials of comfort and health. 


You have seen these paint-starved 
houses and buildings, as have I. 
They are everywhere about you. 
Perhaps your home is included. 


Do you understand what they sig- 
nifyP Do you realize what will 
happen to wood or metal that is 
literally naked of paint if these 
houses and buildings face the 
attack of another season of rain, 
snow, ice, and frost? 


Never in the history of our coun- 


try has the situation been paralleled. 
Property owners face an added 
burden of expense amounting to 
millions of dollars for repairs and 
replacements next spring. 


And the crisis, in my opinion, will 
be reached this coming winter when 
paint of four, five, and even six 
years exposure to the weather will 
be unable to resist the elements— 
when badly weathered wood and 
metal will be easy prey for rot, 
rust and decay. 


Today the big question facing thou- 
sands of property owners is plain. 
It is “paint or pay.’’ Either you 
must invest a /ittle this fall in new 
paint or you must take the risk of 
paying many times the cost of paint 
to repair the damage done by rot, 
rust and decay this winter. 


Even at the sacrifice of other 
things, have your house or build- 
ings completely repainted now. No 
investment you can make will pay 
better dividends. And nothing you 
can buy will make you and your 
family feel so uplifted and cheerful. 


If you cannot arrange to do a com- 
plete repainting job now, at least 
give the badly weathered places a coat 
or two of protecting paint. 


Look especially, to the window 
sills, thresholds, outdoor porches 
and steps; the joints of porch rail- 
ings and palings; the bases of pil- 
lars; the edges of eaves; the roof; 
the gutters and down spouts. These 





are the vital spots where water 
lodges—where ice and frost settle 
—where rot and rust attack first. 


A few dollars’ worth of good paint, 
applied now, will protect these vital 
spots—will tide you over this cru- 
cial winter. And it will probably 
save you a much greater expense 
for repairs and replacements next 
spring and summer. 


Under existing conditions, you may 
be tempted to buy a cheap trashy 
paint because of its low price. I 
hope you will not make this costly 
mistake. 


Even on sound lumber, inferior 
paint is a poor bargain. But on 
weathered wood, which is very 
porous, such paint is worse than 
useless. It gives you a false feeling 
of security and leaves you without 
protection. 


Prices of well-known, established 
brands of paint are now the 
lowest in fifteen years. Enough 
good, dependable paint can be pur- 
chased for a few dollars to protect 
all the badly weathered surfaces 
on your building. 


Again I repeat, do a complete job 
this fall if you can. But at least do 
the vital exposed places before it is 
“too late.”’ 


President 
THE SHERWIN-WILLIAMS CO. 


This message to the property owners of America is spon- 
sored by the following paint manufacturers and their dealers 


ACME WHITE LEAD AND COLOR WORKS LINCOLN PAINT & COLOR CO. 
DETROIT WHITE LEAD WORKS 


W. W. LAWRENCE & CO. 


Readers will confer a favor by mentioning THE OCTOBER 1922 





THE LOWE BROTHERS Co. 
JOHN LUCAS & CO., INC. 





RANKERS MONTHLY when writing to our advertisers 


THE MARTIN-SENOUR CO. 
PENINSULAR PAINT & VARNISH CO. 
THE SHERWIN-WILLIAMS CO. 
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Deposited Stocks in Each Unit of 


NORTH AMERICAN TRUST 
SHARES, 1955 


MANIMUM CUMULATION TYPI 
1s of Octohe i j 


CHEMICAL 


E. I. duPont de Nemours & Company 200 
Eastman Kodak Company. . 100 
The Procter & Gamble Company 100 
Union Carbide & Carbon Corporation 300 
ELECTRICAL EQUIPMENT 

Gencral Electric Company . 100 
Westinghouse Electric & Manutacturing € 100 
STEEL 

United States Steel Corporation oe 100 
FOOD 

The Borden Company . : 200 
Corn Products Refining Compar 100 
General Foods Corporation 100 
National Biscuit Company . 200 
Standard Brands Incorporated oo 200 
RETAIL MERCHANDISING 

Drug Incorporated . . 100 
Scars, Roebuck & Co. 200 
F.W.WoolworthCo. . . .. . 200 
MACHINERY 

American Can Company . hes de ih 100 
American Radiator & Standard Sanitary Cory 0) 
Otis Elevator Company . 200 
FARM MACHINERY 

International Harvester Compan 100 
TOBACCO 

The American Tobacco Company “'B 100 
R. J. Reynolds Tobacco Company °'B 200 
AUTOMOBILE 

General Motors Corporation . . 200 
PETROLEUM 

Standard Oil Company (New Jersey) . 300 
RAILROADS 

The Atchison, Topeka & Santa Fe Railway C: 100 
The New York Central Railroad Company 100 
The Pennsylvania Railroad Company . 100 
Union Pacific Railroad Company. . + =. See 
UTILITIES 

American Telephone & Telegraph Company 100 
Columbia Gas & Electric Corporation . . i00 
Consolidated Gas Company of New York . 200 
The North American Company . . . . . 200 
Pacific Gas & Electric Company . . . . 200 
Public Service Corporation of New Jersey . 100 
The United Gas Improvement Company. 300 


As of October 17, 1931, the date of execution ot t! 

Trust Agreement, a stock unit consisted of the shares 
listed above. The deposited stocks in each unit ot 
NORTH AMERICAN TRUST SHARES, 1956 (Maximu 

Distribution Type) consisted on October 17, 1931 
of 1/25th of the number of shares of the commor 
stocks listed above. 





ry 


fering price of NORTH AMERICAN TRUST SHARI Ss 


he 
s based upon and varies with the actual New Yort 
Stock Exchange 100-share lot transaction price 

he underlying stocks during market hours. (Full 
letails of method of calculating offering p» é 





ntained in the Offering Circular 


The investor who purchases NORTH AMERICAN TRUST SHARES know's exact!) 
what he is buying and at all times what he holds. Details of the operations 
followed in the creation of these shares are open to the inspection of any one. 
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NO SECRETS 


THERE are no secrets in NORTH AMERICAN TRUST SHARES. 


The investor who purchases NORTH AMERICAN TRUST SHARES 1955 and 1956 
knows exactly what he is buying, and, at all times, what he holds. He obtains 
an interest in common stocks of 34 companies the market value of whose out- 
standing common shares exceeds half the market value of all the common stocks 
listed on the New York Stock Exchange. The portfolio in which he obtains an 
interest is not composed merely of a broad selection of stocks. The amounts 
invested in each company and industry have been weighed scientifically to reflect 
the relative importance of each. 
et 


Details of the operations followed in the creation of NORTH AMERICAN TRUST 
SHARES 1955 and 1956 are open to the inspection of any one. Records of pur- 
chasing and pricing are subject to examination. 


Bankers and investors will find every responsibility of the Trustee, City Bank 
Farmers Trust Company and the Depositor Corporation, Distributors Group, In- 
corporated, set forth in the trust indenture, copies of which are publicly available. 


Recently, for the first time in the history of the fixed trust movement, a report 
of the research department of a Sponsor was made available for every trust 
shareholder. Special significance attaches to this “Report on the Supervision of 
NORTH AMERICAN TRUST SHARES 1955 and 1956" because it calls attention to 
one of the important advances which this trust has made in the unit trust field. 
Eliminations from the portfolio are not automatic upon the occurrence of a pre- 
determined event. Eliminations, according to the trust indenture, are made by 
recommendation of a Research Department whose duties include the continual 
examination of the industries and companies represented in the trust. Elimina- 
tions may be made only for long term investment reasons and substitutions are 
not permitted. Thus jzdgment takes the place of mechanical provisions. 


Investors have AV, a 2 Recommended by 
purchased more than 4 Or Z Gh ke Ci over 1500 investment 


21,000,000 shares TRUST SHARES houses and banks 





Copies of “‘Report on the Supervision of NORTH AMERICAN TRUST SHARES 1955 and 1956” 
will be sent free on request 


DISTRIBUTORS GROUP, INCORPORATED 
63 Wall Street, New York 


CHICAGO BOSTON PITTSBURGH PHILADELPHIA LOS ANGELES NEW ORLEANS 
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GILBERT 
hie SAFETY BOND 


( “Slae Safety Bond combines staining upon 


application of ink eradicator with smoothly 


lt 





laid surface tints for protection against mechan- 
ical erasure. 

The surface tints are not patterned and therefore 
permit the lithographer or printer to produce any 
effect that may lead to beautiful and unique 
checks. This surface color being without pattern 
also makes the check more legible and less tiring 
to examining eyes that look at thousands of checks 
every day. 

These are the reasons that Gilbert Safety Bond is 
becoming one of the most popular check papers 
with both large banks and large institutions. 
Popularity is based on merit. Ask your printer or 
lithographer for samples and prices, or write di- 


rect to manufacturer for sample book. 


| | Gilbert Paper Company, Menasha, Wisconsin 







mAh mn 3 


} 
| 


' 











Readers will confer a favor by mentioning THE OCTOBER 1932 BANKERS MONTHLY when writing to our advertisers 


Unusual Loan Experiences 


(Continued from page 6190) 


refused to aid him in the beginning. 


ss Two applicants for loans came 

into a bank on the same day, a 
good many years ago. The first 
carried a small bundle of ladders 
which he cleverly fitted one into 
the other upon the counter. The 
second carried blue prints of what 


| was to be a new-fangled cigar-mak- 


ing machine. The idea of building a 
workman’s scaffold out of ladders 
was deemed too simple. Any one 
could do this, if he wished. More- 
over, the inventor was diffident—a 
poor talker. The loan was refused. 
The cigar-making machine looked 
much better. Its inventor was a glib 
talker. That loan was granted. To- 
day, the ladder seaffolding company 
is still paying dividends, while that 
special cigar-making machine has 
never passed the blue print stage. 
The final speaker, in his recital 
* of muffs and catches, credits blind 
luck for having pulled him and his 


| bank out of what was for a number 


of vears regarded as the most unfor- 
tunate loan he ever made. Yet its 
first presentation could not have 
been better. The property was owned 
by a gentleman of integrity and at 
the time fully worth the money ad- 
vanced on it. It was in a fashionable 


| section of the city and there was no 


reason to suppose that it would not 
remain so. But within a few years 
the ever-widening invasion of the 


| negro throughout that portion of the 


town came closer to it. Located on 
a hill, its owner was for some time 
able to withstand this siege, but 
finally was obliged to move. 
Nothing could now apparently 
ever restore the house and land to 
its former value. But something did 
and that something was a business 
necessity which arose that no mind, 
however fertile, could possibly have 
imagined when the loan was made. 
When a survey of the whole city 


was made for a centrally located site 


for a big radio broadeasting station. 
with its attendant tall towers, the 
large house on the hill, surrounded 
by neighbors, who far from object- 
ing to the constant sound of music. 
were delighted by it, formed the 
ideal situation, and the price gladly 


| given for the property not only paid 


off the long overdue mortgage but 
left a substantial surplus to the 
owner with which to purchase his 
new home. 


emerge 


You Can Ride Your Hobby 


In Southern California 


Delegates to the A. B. A. 


Convention have found every 


Whatever 
your hobby 
may be, you 
will findevery 
sport at its 
best in South- 
ern Califor- 
nia. 

Not only 
compet itive 
sports such as 
tennis, polo, yacht rac- 
ing, and so on, but every 
vacation pleasure sport which young 
and old like to pursue; beach play, 
swimming, horse-back riding and the 
ever-fascinating sport of the chase 
such as hunting, deep-sea fishing and 
mountain lake and stream fishing. 

Southern California beach resorts 
are universal in appeal. Public 
beaches, which on Sundays and holi- 
days are taxed to capacity, ‘‘rub 
elbows’’ with select beach clubs and 
the ‘‘cottages’’ of Hollywood movie 
stars. Pleasure piers, fishing piers, 
surfboard and aquaplane riding con- 
tribute their share to the enjoyment 
of the thousands who annually flock 
to the many miles of Pacifie beach. 

The Roosevelt Highway, which 
skirts the entire length of the South- 
land’s 300 miles of beach frontage, 
provides access to over 100 miles of 
coastline suitable for bathing. 

Forty-five minutes from Los An- 
geles are the Santa Monica Palisades, 
where wooded hills drop right down 
to the sea, wide paved boulevards 
lead past quaint cottages fronting 
the clean white beach, scores of im- 
posing beach clubs with their beau- 
tiful esplanades, outdoor and indoor 
swimming pools, gymnasiums and 
dancing salons—Ocean Park, Venice, 
Playa Del Rey, Manhattan, Her- 
mosa, Redondo—all with the diver- 
sified pleasures of beach play. 

Then Palos Verdes with the beauty 
of the Italian Riviera, its brilliantly 
colored gardens overlooking the 
gleaming Bay of Santa Monica. 

On past Long Beach with its mag- 
nificent ocean front hotels, the roman- 


golf, 
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conceivable kind of sport 
available for their enjoyment. 


MARY C. TINSMAN 


All-Y ear Club of Southern California 


tic streteh of 
beach at La- 
guna, sought 
by poets, art- 
ists and na- 
ture lovers; 
La Jolla and 
its caves of 
mystic beau- 
ty, Coronado 
and the Silver Strand, 
and—San Diego. 
Aquatie sports in 
Southern California are not con- 
fined to the beaches. Many Southern 
California hotels have indoor and 
outdoor swimming pools sufficiently 
large to accommodate championship 
events. No town club is complete 
without its swimming pools and staff 
of instructors, and in Hollywood 
alone there are over 200 private 
swimming pools, complementing the 
estates of movieland’s famous folk. 
The saddle horse as a recreational 
factor in outdoor life has always 
held an important position in South- 
ern Califor- 
nia. Horse- 


then on and on to mountains cov- 
ered with stately pines, cedar and 
manzanita. With so many factors, it 
was inevitable that Southern Cali- 
fornia should attract many followers 
of this invigorating and healthful 
sport. 

Within 30 minutes of Los Angeles 
there are more than a score of splen- 
lid bridle trails, stables and mounts, 
including Bel-Air, Beverly Glen, 
Altadena, Pasadena, Santa Monica, 
Beverly Hills, Laurel Canyon and 
Del Rey. Santa Barbara and beauti- 
ful Montecito, San Diego and Palm 
Springs—eaech contribute many 
miles of fine bridle paths, scores of 


riding academies and _ privately 
owned stables. 
Southern California’s hunting 


area is on the natural line of the sea- 
sonal migration for ducks and geese, 
from north to south. Some follow 
the shore line the full length of the 
coast, visiting Los Angeles coastal 
waters or cutting over to the intrigu- 
ing lakes or to Salton Sea. Others 
follow down the long Sacramento 
and San Joaquin valleys. Here are 
countless square miles of lake, marsh 
and rice growing fields. It is a leis- 
ure flight from one feeding ground 





back riding 
through beau- 
tiful Griffith 
Park near 
Los Angeles, 
with its more 
than 90 miles 
of picturesque 
trails, Laure! 
Canyon, the 
hard-surfaeced 
beach road 
extending for 
many miles 
along the 
coast, has 
many follow- 
ers. Paths of 
gentle ascent 
lead one up 
through deep- 
ly wooded 
canyons with 
icy streams of 
melted snow, 





Santa Monica Bay, typical of the scenes and vacations opportunities in Southern 
California. Bridle paths along the seashore and over mountain trails make horse- 
back riding more fascinating than ever. 
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CORPORATE 


TRUST SHARES 
Vv 


COLLATERAL 
WITH A READY MARKET 


v 


More than 1000 banks 
and investment houses 
throughout the country 
maintain a ready market 


for Corporate Trust 
Shares. 


Corporate Trust Shares 
may be converted into 
the underlying securities 
or into cash at any time, 
through the trustee. 


Corporate Trust Shares 
represent ownership in- 
terest in 30 leading cor- 
porations of America’s 


fundamental industries. 


v 


This is a fixed investment trust 


sponsored by 


ADMINISTRATIVE AND RESEARCH 
CORPORATION 


120 WALL STREET NEW YORK 








About a year and a half ago, Mr. 
B. E. Young, who is writing a series 
of articles for THE BANKERS 
MONTHLY on how to control bank 
costs, made an analysis of the per 
item costs in our commercial depart- 
ment, and he outlined for us a system 


of measured service charges which 
we adopted. This plan has been 
working admirably, and we consider 
Mr. Young one of the outstanding 
authorities on this subject in the 
country. 


J. R. GEIS 


President, The Farmers National Bank, 
Salina, Kansas 
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to another, and the birds arrive at 
the south in the best of condition. 
At the lower San Joaquin, the high 
mountain ranges on the east swing 
the flight westward, passing Los 
Angeles and on to the Salton Sea. 
in the Southern California desert, a 
popular duck hunting section dur- 
ing the season which opens Oct. 1 
and lasts until Jan. 15. 

Big game hunters will find plenty 
of deer—white tail, black tail and 
the famous Pacific buck, also brown 
and blaek bear and mountain lions- 
a few hours away from Los Angeles 
amid mountain scenes of splendor 
and beauty. The deer season opens 
Sept. 15 and continues for 45 days. 





Fishing in Southern California 
waters (lake and deep sea fishing’) 
has its share of loyal. enthusiastic 
devotees. Good roads have made ae- 
cessible the mountain regions where 
trout, echarr and other game fish 
abound in clear blue lakes and rush- 
ing, foam-flecked streams. 

Literally hundreds of cold moun- 
tain streams are fairly alive with 
trout—eastern brook, lockleven, eut- 
throat and steelhead—receiving each 
year from the California Fish and 
Game Commission millions of fry 
to insure good catches in seasons to 
follow. It is not unusual to land 10- 
pound lake trout, and yearlings run 
about 12 inches in length. 

Along the shore 
line of more than 
100 miles are 
found vast schools 
of many varieties 
of sea fish; these 
include barracu- 
da, halibut, yel- 
lowtail, pompano, 


croakers, smelt. 
herring, perch, 
bass, eod and 
mackerel. 

Then there is 
the thrill of fish- 
ing for the mar- 





lin swordfish with 
light taekle. It is 


a thrill among 


thrills—first the 
strike—then the 
battle is on! The 


fighting marlin 
offers the fisher- 
man a genuine 
struggle. For hours he fights until, 
worn with battle, he is landed. But 
the marlin is never defeated until he 
has displayed one of the gamest 
fights of any of the finny tribe. 





The many bays and protected chan- 
nels provide unlimited boating. 


Catalina Island is the lair of tuna, 
albicore, giant black sea bass, mar- 
lin and broadbill swordfish. Zane 
Grey, famous author and sportsman, 
knows these waters intimately and 
he describes the thrills of deep fish- 


ing as no one else can: ‘*For me, 


1oaming the sea in seareh of the dark 


sickle fins is a wonderful thing in 
itself. To get a strike, to hook a fish. 
to feel his enormous weight, to see 
him plough the surface, to fight him 
until back and arms and hands and 
legs are dead—for 10 years I have 
been trying to tell adequately the 
thrill of it, the wonder of it, the 
nameless thing for which sport is 
such a poor word.”’ 

Iliking is another vacation recrea- 
tion which is becoming of increasing 
importance as an outdoor sport in 
the Pacifie-Southwest. Rich in his- 
torical romance and scenic beauties, 
it is only natural that these environs 
are crisscrossed by alluring trails. 

The desire for either strenuous or 
leisurely exercise is answered. Paths 
of picturesque ascent follow moun- 
tain streams through rustic canyons 
Those who prefer can penetrate far 
into the mountains with saddle and 
pack animals. Mountain hotels and 
camps, equipped with all modern 
conveniences, are available. 

Trails are well marked and kept 
in exeellent condition the vear 
‘round. Steam 
trains, electric 
cars or motor 
busses provide 
easy access in an 
hour’s drive or 
less. The virgin 
hills of Griffith 
Park are only 10 
minutes 
Hollywood. 

This sportland 
offers real lure to 
the hunter of all 
types of game, 
and a_ hunting 
trip here is not 
of necessity a 
matter 
Good 


from 


of weeks. 
vir- 
gin country and 
sane protection of 
game when ad- 
visable have com- 
bined to keep 
hunting in a healthy condition and 
yet offer real sport to the man who 
enjoys this outdoor recreation. Many 
bankers will wish to stay beyond con- 
vention dates to hunt. 


roads. 
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This book 


Saves more 


than it costs 


Ves can t side-step transit costs. But you 
can cut them to the “irreducible minimum” 
with the American Bankers Association KEY 
Book. 

Practically any question in regard to record- 
ing and sending items is answered by quick 
reference to the new KEY Book. Blurred en- 
dorsements and checks without transit numbers 
are handled with no bother at all. Changes in 
titles, mergers and closed banks are located and 
verified in a few seconds. Transit letter writing 
is reduced to copying two numbers only. 

If you now spend just 30 minutes a day enter- 
ing and sending transit items, you will find that 
a new A. B. A. KEY Book will more than pay 
for itself. 

The 1932 KEY TO NUMERICAL SYSTEM 
OF THE AMERICAN BANKERS ASSOCIA- 
TION containing well over 5,000 changes since 
the last edition, will be ready for distribution 
October 1. An up-to-date edition is absolutely 
essential to the efficient operation of the transit 
department of any bank, large or small. 

Only enough copies will be printed to fill the 
known demand. The copies for your bank must 
be printed at your order. Fill out and mail the 


coupon AT ONCE. 


RAND MSNALLY & COMPANY 
Offcial Numbering Agent A. B. A. 


536 S. Clark St., Chicago 


Send us prepaid.............copies of the 1932 KEY TO NUMERICAL SYSTEM OF THE AMERICAN BANKERS 
ASSOCIATION. and charge our account $2.50 each. 


Bank. . . . . . . . . . ° ° . . ° . . . Officer. ° 


City. ° ‘ se es ‘ State 


A semi-annual supplement of transit changes is pub- 
lished in March and will be furnished free to each Key 
Book subscriber. 
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Two Banking Systems Needed 
(Continued from page 584) 
money than they had before. No- 
body would be benefited by such a 
transaction, except that it would 
furnish additional outlet for the 
Treasurer to float the indebtedness 
of the United States government. 
The plain, unvarnished truth is 
that the people of this country are 
not so interested in maintaining 
government bonds at par or above, 
when their own property has been 
reduced in value 80% or 90%, as 
they are in borrowing money for 

carrying on their own business. 
The people, whose credit has been 
almost destroyed root and branch, 
see no particular justification in hav- 
ing government securities main- 
tained at an inflated price as a result 
of using this great credit reservoir-— 
the Federal Reserve System—which 
was established for the benefit of 
the members of that system and in- 
directly for the benefit of the people. 
In other words, the Federal Reserve 
System is now being used primarily 
to finance the government’s debts, 
rather than to finance the members 
of the Federal Reserve System. 
There is another matter that is 
worthy of note. An act was passed 
by Congress making a much larger 
amount of paper carried by banks 
eligible for rediscount with the eon- 
sent of the Federal Reserve Board 
at Washington. I am informed from 
confidential sources that this much- 
advertised act for relief is not op- 


erative and that there has been no 
liberalization whatever in this re- 
spect; that it is impractical because 
the Federal Reserve Board at Wash- 
ington frowns upon it. 

It is conceivable that the country 
might come to a situation when the 
management of the Federal Reserve 
System would fall into the hands of 
men who would be utterly cold to 
the interests of the great masses of 
the people and fail to comprehend 
the necessity of liberalizing credits, 
at a time when such liberalization 
would be effective. That was the pur- 
pose of the Federal Reserve Act. We 
spoke feelingly about it, when it 
was being considered by Congress in 
1913, urging its passage upon the 
theory that it would always be avail- 
able to furnish credit in hard times, 
when no other credits were available, 
thus removing from us the possibil- 
ity of panies. 

Instead of the government issuing 
more national bank paper money, 
which cannot be used at all for the 
purpose of extending credit to the 
people, it should immediately liber- 
alize the Federal Reserve require- 
ments for eredit by making avail- 
able a much larger amount of paper, 
which is now exeluded and unavail- 
able, in order that the farmers, the 
merchants and the manufacturers 
of the country may not be sold out 
under foreclosure because they can- 
not borrow adequate sums from any 
souree. 


This bank would not buy $100,000 














OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 





GMAC NOoOTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 


folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MOoTorRs 
ACCEPTANCE CORPORATION 


OFFICES IN 


PRINCIPAL 


CITIES 


Executive Office -- BROADWAY at 57TH STREET ~ New York City 





CAPITAL AND SURPLUS ° . 


- SEVENTY MILLION DOLLARS 








worth of bonds for the purpose of 
issuing $100,000 worth of new 
money, because it would serve no 
good purpose whatsoever. But if it 
could rediscount John Smith’s per- 
fectly good note for $1,500 with the 
Federal Reserve Bank and a thou- 
sand others like it, it could go on 
freely lending money on safe secu- 
rity, thus restoring prosperity to the 
country, slowing up foreclosures and 
the falling of prices, and encourag- 
ing a return of prosperity. The fear 
that constantly haunts a banker is 
that, if he extends eredit to cus- 
tomers and cannot later rediscount 
their notes, (in the event of with- 
drawals) he will freeze what re- 
serves he has and take chances on 
being forced to liquidate his bank to 
meet the demands of his depositors. 

The way to good times is through 
the liberalization of credit through 
the Federal Reserve System on the 
business we are now doing and not 
upon such erazy performances as 
issuing more currency that nobody 
can get except the man who wants 
to get a tax-free security and escape 
his share of the burdens of these dis- 
tressed conditions. 

Furthermore, it is inevitable that, 
if the Federal Reserve System re- 
quirements are not liberalized, it 
will cease to function as a useful in- 
stitution to the people and merely 
become an adjunct to the Treasurer 
of the United States for financing 
an extravagant government. Such 
conditions will undoubtedly breed « 
demand from the country for a com- 
plete separation of the Federal Re- 
serve districts from the power and 
control of the Federal Reserve Board 
at Washington. The government is 
taking long steps toward a complete 
utilization of a large portion of the 
credit of the Federal Reserve Sys- 
tem that should be available to the 
country. 

The fear people had of a central 
bank was well grounded, and the 
facts as disclosed today which point 
toward a gradual centralization of 
the power of the Federal Reserve 
System prove it. If the various 
federal reserve banks were inde- 
pendent for all practical purposes, 
they would have the sole object of 
serving their respective territories 
and would undoubtedly do so effec- 
tively. 

Regardless of whether we have 2 
unified system or a dual system of 
banking, as we now have, it will all 
come to naught, if we continue to 
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hoodwink the people through pass- 
ing phoney legislation in Washing- 
ton, instead of passing one simple 
little act containing one or two para- 
graphs that would liberalize, to a 
large degree, the requirements of the 
Federal Reserve banks for redis- 
counts. 

That one piece of legislation will 
stop this depression by immediately 
relieving the country of fear and 
causing a gradual rise of prices to 
a normal level. It would be a com- 
plete cure and the amazing thing is 
that nobody does anything about it, 
and yet every man, who knows any- 
thing about it, knows that that is 
the cure. If one did not know the 
general incompetency of the govern- 
ment in business, he would naturally 
suspect that there was a_ fiendish 
scheme back of it all to rob the peo- 
ple through a complete deflation of 
values and a corresponding increase 
of the purchase power of the dollar. 


Statements Are Superficial 
(Continued from page 592) 
business judgment, which are re- 

sponsible for so many failures. 

F. Crop failures and general busi- 
ness depression reduced the buying 
and the paying power of its custom- 
ers. Accounts and notes were un- 
paid. The coneern had to take over 
notes and merchandise which at that 
time were not collectable or salable, 
had to take in farm lands and real 
estate which had to be sold at a 
heavy loss. From a business that 
had been considered sound and a 
leader in its field, it became a crip- 
pled business that could not meet 
its obligations. A banker’s knowl- 
edge of local conditions is his pro- 
tection against accepting such credit. 

G. This firm was doing a good 
business until the field, beeame over- 
crowded, cutting down the profits of 
every business in the community 
engaged in that particular line. 

Ii. The eompany became too op- 
timistie and over-expanded. It 
bought too much merchandise and 
took on a wider territory. It spent 
too much of the firm’s liquid assets 
in sales promotion work, which in- 
creased the selling cost, reduced the 
profit on sales, and increased their 
obligations to a point where they 
could not be met. 

Crop failures, sharp reduction in 
prices, drouth, over production, the 
failure of other business in the com- 
munity and general financial depre- 

(Continued on page 628) 
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Statements Are Superficial 


(Continued from page 627 


sion makes it important to watch 
the changing fortunes of the bor- 
rower after the loan is made. Fre- 
quent analysis of all loans and a 
careful study of general economic 
conditions — will many loans 
which otherwise might prove a loss. 

While certain credit 
principles that all successful bank- 
ers recognize and follow, each ap- 
plication stands alone. The banker 
must depend upon his trained judg- 
ment in the final decision. 


Save 


there are 


Sometimes his judgment is justi- 
fied when he approves a loan which, 
considered from the 
statement alone, 


applicant's 
would not be 
classed as a good risk. 

Ilere are some examples of loans 
which made good in spite of some- 
what weak statements: 

I. A new business, operated on a 
small capital, was growing slowly 
but steadily. Its statement was not 
the best. But the men who owned 
the business had been customers for 
years and their character and ability 
were well known to the bank. The 
business was carefully managed. 
The owners were willing to do more 
than their expected share of work 
themselves instead of spending too 
much money on hired help. No 
heavy obligations were taken on 
while the note was held by the bank ; 
a sense of obligation made them con- 
centrate on payment of the loan. 
Over a period of years, several loans 
have been made to this concern, and 
always paid at maturity. 

J. A small company had a state- 
ment which did not make quite as 
rood a showing as the bank would 
have liked. The loan was made with 
the knowledge that it would have 
to be watched carefully. Two near- 
hy competitors, also small, were shar- 
ing the profits of that particular 
business. Shortly after the loan was 
made, one of the competitors went 
out of business and the other moved 
to a distant neighborhood. This left 
the local field clear for the bank's 
customer, whose improved business 
made it possible for him to meet his 
obligations without difficulty. 

K. Just as some loans turn out 
badly because of the general decline 
which the 
rower is engaged, other loans are 


of the business in bor- 
made good for the opposite reason. 
indi- 
cated that the percentage of profits 
on sales to net worth was not as high 


Kor instance, K’s statement 
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as it should be. But the baker knew 
that the demand for the nationally 
advertised product which he = sold 
was growing rapidly, not only in his 
community but all over the country. 
He felt that, with good management, 
the customer's profits should in- 
crease steadily. The banker's judg- 
ment proved correct. 

These few examples, taken at ran- 
dom from the experience of bankers, 
demonstrate that many things—some 
controllable, some not—have a bear- 
ing on a customer’s credit risk. 

There are so many things that 
should be, taken into consideration. 
A very important fundamental in 
the passing on loans is that usually 
the bank should lend only temporary 
working capital and make very few 
so-called capital loans. The bank 
and other creditors should not be 
furnishing as much money for the 
ordinary commercial business as is 
furnished by the owners. A substan- 
tial margin of net worth over and 
above the amount of the indebted- 
ness is vital. 

A bank should refrain from mak- 
ing loans to a company which cannot 
clean up its indebtedness at least 
once a year. A bank should make 
very few loans to non-customers, 
and should insist upon compensat- 
ing balances being maintained where 
substantial lines are granted. 

That customer needs watching 
who operates for a number of years 
without making adequate deprecia- 
tion charges and without setting up 
reserves, using the money instead to 
pay large dividends. Then, when his 
equipment wears out or becomes ob- 
solete, the company is not strong 
enough to borrow the money for re- 
placements. 

Loan administration is one of the 
most vital phases of bank manage- 
ment and keeping the bank’s loans 
liquid requires a special knowledge 
of conditions at home and abroad, 
an intimate knowledge of the cus- 
tomer’s affairs and his 
keen business judgment 


character, 
-and that 
sixth sense which prompts a banker 
when to say yes and when to say no. 


Our Board Work Is Thorough 


(Continued from page 612 
the lines characterizing the treat- 
ment of loans. 

First, the trust department pre- 
pares a comprehensive summary of 
each proposed investment, using for 


the purpose a loose-leaf sheet on 


which is entered its number, trust 
number, date, and summary of the 
investment. The matter is passed on 
by the trust officer who, if he ap- 
proves, affixes his signature. The 
record is then ready to be submitted 
for the attention and approval of 
the president of the bank. The 
sheets, each representing a trust in- 
vestment, are inserted in the loose- 
leaf ‘‘Investments Book’’, for ap- 
proval by the trust committee and 
finally for consideration at the 
monthly directors’ meeting. The 
board members pass upon those trust 
investments considered at previous 
meetings, and the current ones are 
approved, when favorable, by the 
board. 

This thorough procedure assures 
that each investment has been con- 
sidered in a most responsible manner 
by trust department officers, execu- 
tive officers, the board of directors 
and the respective committees han- 
dling trust matters. So, although in- 
vestments are passed on by the board 
as expeditiously as possible in the 
time allotted for the routine, there 
is every assurance that each has re- 
ceived the closest possible attention 
and expert deliberation. 


Sales Policy Comes First 
(Continued from page 604) 
the advertising budget might assume 
a still different form. 

The whole principle of trust ad- 
vertising would be to make that ad- 
vertising as selective as possible. In 
other words, the advertising expen- 
ditures would be confined, insofar as 
practicable, to the small and care- 
fully chosen group of people who 
might be prospects for trust service. 
In such a ease, it might be advisable 
to eliminate car or bus cards entire- 
lv, to cut down window and lobby 
display material to a minimum, and 
use printed bulletins only to tie into 
other trust advertising, reminding 
the public of the trust service which 
was explained more in detail in 
newspaper advertisements and book- 
lets—concentrating upon a program 
of trust advertising in the 
papers, followed up by a really ef- 
fective campaign of direct mail liter- 
ature. In such case, the appropria- 
tion might be as in table + on page 
604. 

Certainly it is readily apparent 
that merchandising emphasis should 
determine, to a large extent, the 
choice of the media. 
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Better Service Has Cost Less 


Continued from page 598) 
was for the film and the shipping 
charges on the film to Chicago for 
development. 

The immediate result of this 
change was a remarkable decrease 
in item costs to the point where they 
are now appreciably below those of 
other banks of similar size and sit- 
uation. The average item costs for 
paid checks and transit items in 
banks of similar size in the Middle 
West are 3.45 cents and 2.42 cents 
respectively. Our own costs, as de- 
veloped by a competent bank cost 
accountant, are 1.87 cents and 1.44 
cents respectively, showing a mar- 
gin of 45.5% and 40.5% under the 
costs of other banks similar in size 
and character of business. 

Comparing our own costs as of 
June 1, 1932 with those for the six 
months prior to the closing of the 
other banks, we have been able to 
reduce the per item cost of handling 
the majority of the routine work of 
the bank fully 38%, with further re- 
duetions in sight when deposit vol- 
ume and activity per dollar of de- 
posits returns to normal. 


A second result was that the man- 





hours of work required to handle our 
volume were reduced about 40%, so 
that the same staff and the same ma- 
chinery is now capable of handling 
the inereased volume in approxi- 
mately the same time that had form- 
erly been required to service from 
one-third to one-fourth of the pres- 
ent volume. 

In the transit department aloneys 
14 man-hours of effort were required 
each day to get the letters ready for 
mailing. The new system reduced 
the labor on that work to a point 
where now the same volume requires 
from two to three man-hours. In the 
bookkeeping department, three op- 
erators were formerly required to 
make the daily postings. The num- 
ber of operators has been cut to two, 
and the work is being handled mueh 
more efficiently than it was formerly. 
The operator who was removed from 
the books was free to handle part of 
the proof department responsibility, 
and also some of the added work 
which was brought about through 
the installation of the measured 
service charge system (account anal- 
ysis work) and the inauguration of 
the federal tax on bank checks. 

But the inereased efficiency which 
was brought about through the adop- 
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tion of photography into our ae- 
count scheme did not reflect itself 
only in the operations of the book- 
keeping, transit and proof depart- 
ments. It met and conquered an- 
other problem which had disturbed 
us ever since the acquisition of the 
new business. 

For several months after the sus- 
pension of our neighboring banks. 
our lobby was filled to eapacity. The 
long lines at the windows gave the 
impression of a slowing up of serv- 
ice and attention, although our tell- 
ers were working more quickly and 
more smoothly than they had ever 
worked before. The installation of 
the new system automatically cut the 
time required for the tellers to han- 
dle each individual deposit by one- 
half or more. 

This was accomplished by shifting 
part of the teller’s responsibility to 
the proof department, where in- 
creased speed and efficiency per- 
mitted it to be handled with a mini- 
mum of confusion. The result was, 
therefore, that customers were no 
longer required to wait many 
minutes in order to transact their 
business at the grilles, and the public 
response to this improvement in our 


(Continued on page 630) 
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Better Service Has Cost Less 


(Continued from page 629 
service has been gratifying to hear. 

A third concrete result of the in- 
auguration of the new system was 
the improvement in our own per- 
manent records, for the photograpii- 
ing machinery gave the bank an im- 
perishable, tamper-proof record of 
every transaction in the checking de- 
partment, a record which would 
stand unchallenged in court and un- 
disputed in settling differences with 
customers. 

The space required to store per- 
manent likewise — re- 
dueed, so that now two day’s activity 
in the commercial checking depart- 
ment occupies a space four inches 
square by one inch thick. The dan- 
gers of extraction of record sheets, 
fraudulent destruction of important 
records, and so forth, have been re- 
duced to a positive minimum. No 
longer is it necessary to trace 
through several sets of department 
sheets to prove the payment of a 
certain check. A picture of that 
cheek on small film is indubitable 
proof of the transaction. 

Nor do we need fear that loss of 
items in transit will be the cause of 
considerable work and 
ment and possibly a financial loss. 
We make it a practice to send out 
the film for development on a dif- 
ferent train from that which carries 
the transit letters and their items. 
In the event of loss, robbery, or de- 
struction through fire, we can have 
complete descriptions of each item, 


records was 


embarrass- 


including maker, endorser, drawee 
bank, and so on immediately avail- 
able on the recording film. 

A fourth result of the new system 
is a decrease in bookkeeping and 
transit department expense for sta- 


. tionery and supplies—a decrease, by 


the way, which just about offsets the 
maintenance and rental costs on the 
photographing equipment. Unneces- 
sary duplication of records and sta- 
tionery waste have been thoroughly 
eliminated, and less expensive forms 
have been substituted wherever 
practical. 

A fifth result, and one which will 
be of increasing importance as nor- 
maley returns to the banking busi- 
ness, is the favorable publicity which 
has arisen because of the installation 
of the photographing equipment. 
When the machinery was first in- 
stalled, we invited our directors and 
some of the more substantial deposi- 
tors to view it in operation, giving 
them a practical demonstration of 
the picture taking operation, and 
showing them on the projector how 
the record appears on the film. 

The loss of a cancelled check has 
frequently meant a bill paid twice. 
Now a photograph provides legally 
sound evidence of payment. By im- 
pressing these facts upon the deposi- 
tors, the bank gains much in good- 
will and publie confidence, and the 
use of photography in the account- 
ing of the bank is one free service 
which can be given to patrons at a 
distinet profit to the bank. 
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Banks Sometimes Liable 
(Continued from page 614) 
similarly located. Burglars  suc- 
ceeded in looting the boxes. Suit by 
a box holder against the bank fol- 
lowed, and in finding for the bank 
the court (among other things) said: 

‘*Defendant’s banking house. 
vault, and safe deposit boxes were 
equal to those maintained by similar 
banks in towns the size of Oneida. 
It did not advertise that its building, 
its vault, or its safe deposit boxes 
were burglar proof. * * * The proof 
shows, and the average man well 
knows, that, in this day and time. 
few, if any, buildings and vaults, 
and, comparatively speaking, few 
safes are burglar proof. We think 
the proof in the instant case fails 
to show that there was a lack of 
ordinary care upon the part of the 
defendant bank.”’ 

Now let us turn to the authorities 
of an example of when, and under 
what circumstances, a bank may be 
held liable for loss resulting -from 
the robbing of its safe deposit boxes. 
For this purpose, let us take the 
Washington case of Harland v. Pe 
Ell State Bank, 210 Pac. 681, which 
arose under the following facts. 

In this ease, the bank appears to 
have conducted its safe deposit box 
department according to the custom 
of other similarly located banks. At 
the close of business on a certain 
day, the cashier left the banking 
room without locking or fastening 
the outer door of the vault in which 
the safe deposit boxes were located. 
That night the bank was burglarized, 
the outer door of the vault being 
opened uninjured, while the inner 
door was blown open. In holding 
the bank liable for the loss of certain 
bonds taken from the safe deposit 
boxes, the court had this to say: 

“It fairly appears from all the 
testimony that the door to the safe 
was a greater obstacle to the success 
of a burglar than the inner door of 
the vault and than the outer door 
of the vault would have been had it 
been locked. Therefrom it is heartily 
insisted by the bank that if the outer 
door of the vault had been locked it 
would have afforded no efficient pro- 
tection against the burglar, and that, 
therefore, the failure of the bank to 
lock the outer door of the vault did 
not constitute negligence for which 
it is liable for the theft of the seen- 
rities taken from the vault. 


‘**Tf so, then, had the bank care- 
lessly left both doors of the vault 
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unlocked or wide open, the loss of 
the valuables therein at the hands of 
the burglar would have ereated no 
liability against the bank because 
the burglar had demonstrated his 
superior ability by blowing off the 
door to the safe. * * * The conten- 
tion is faulty. The proper rule is 
Did the act of the bank in leaving 
the vault door unlocked constitute 
want of due care, such as a prudent 
man would take (under similar cir- 
eumstances) of his own property, 
cause or permit or contribute to 
cause or permit the burglary? * * * 
‘*In view of the law, wé think the 
evidence in this case shows liability 
on the part of the bank for the bonds 
and stamps stolen from the vault.” 


Associate Members Cooperate 
(Continued from page 616) 

cial journals today are keenly alert 

to their special privilege and indis- 

pensable responsibility. In no de- 

partment is this more evident than 

in investment advertising. 

Ray Bauder reported on a study 
of the use of direct mail by banks: 

‘‘We found comparatively few 
bankers who used direct mail as a 
part of a well-defined, well-sustained 
program. There were few who 
seemed to understand the impor- 
tance of a definite objective, and of 
directing their direct mail to ecare- 
fully classified lists of customers 
and prospects. 

‘‘One banker, instead of answer- 
ing questions submitted by the com- 
mittee, asked some of his own, with 
the remark, ‘You tell me.’ He 
enclosed two pieces of direct mail. 
One was impressive in its layout, 
color, and typographical treatment 
and showed that considerable time 
and expense had been devoted to its 
preparation. The other piece was a 
plainly printed, one-color leaflet, 
which showed evidence of having 
been somewhat hastily produced. 
This banker wanted to know why 
the more ‘flashy’ specimen had 
failed to produce results, while its 
Cinderella sister was unexpectedly 
suecessful. It was evident to us that 
the effectiveness of the plain-appear- 
ing folder was due to the fact that 
it was a definite message addressed 
in the right tone to appeal to the 
specifie class of individuals who re- 
ceived it. No amount of art work 
and expense can make up for a lack 
of other essentials, particularly 
sincerity and naturalness. During 
the coming year while we are coping 


with the problems of the reconstrue- 
tion period, these two ingredients, 
sincerity and naturalness, assume an 
importance greater than ever be- 
fore.’’ 

In reporting upon the committee 
study of the effectiveness of window 
displays, lobby displays, outdoor 
advertising, and car advertising, F. 
LeMoyne Page quoted from several , 
of the members of the Association 
as follows: 

‘*Says H. A. Lyon: 

‘Car Cards have built prestige 
and good-will for financial insti- 
tutions. They have fixed names and 
locations in the public mind and 
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have, under test, produced satisfac- 
tory direct returns.’ 

‘Frank Fuchs said: 

‘* ©The First National Bank is the 
pioneer bank advertiser in the street 
ears of St. Louis. We have always 
regarded car advertising as a neces- 
sary part of our advertising pro- 
eram.’’ 

All members agreed that the work 
of this research committee of asso- 
ciate members developed some very 
helpful facts which were presented 
in a way to inspire renewed activity 
in the use of recognized media for 
the securing of new business for 
banks during the coming year. 
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How To Control Bank Costs 


(Continued from page 606) 
vious example, balance requirements 
are as follows: (Note that a profit 
lelement is added. ) 
Add'l 
Balance 
Balance Require Balance 
Require ment To Require 
Cost ment Cover Profit ment 
tenance § .50 $100.00 3 : $100.00 
| Checks paid 
and deposits 
made 035 7.00 3. 10.00 
Checks deposited 
(transit & 
| clearings) .015 
Other services (by 
| analysis) 
| . . ° . . 
rhe application of this plan is 
shown by the following statement 
isent to customers : 
Following is analysis 
of your account for the month of 
Balance required for maintenance . $100.01 
| Balance required for checks paid and 
| . ° 
deposits made (25 @ $10) ...... POON 


| Balance required for checks deposited 
| (14 @ $4) 
| Balanee required for other services 


(see reverse side) 


Total balance requirement. . 406. 


Less your average net balanee.... 125 


Balance deficit 


| Charge at 6% per annum 


The ‘‘profit element”” is respon- 
sible for the additional charge as- 
the account of this 


As has been stated, there are a 
number of plans in use today that 
closely approximate the actual cost 
in the small account and to the ex- 
tent that it measures up to the basic 
requirements for a scientifically ac- 
jcurate service charge, each is satis- 
| factory. Service charges must not be 
|} unnecessarily arbitrary and in this 
connection as well as in other forms 
of account analysis, accuracy, fair- 
ness and simplicity are the guiding 
principles. 

There is another use to be made 
|of the analysis data, and in the long 
run it may prove to be the most val- 
| uable of all the things to which ana- 
| lysis figures may be applied that of 
|measuring new business contem- 
plated to be taken into the bank 
|New accounts may well be taken 
jupon an analysis basis, subject. to 
amendment if, upon analysis, amend- 
ments are in order. It may take 
years for banks to correct pres- 
jent unprofitable business, but  cer- 
tainly the banker is not obligated to 
take more of that kind of business. 
| knowing what he now knows of its 
adverse effect upon the bank's profits 
account. 


} 
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New Banking Laws Proposed 

(Continued from page 397) 
proved very expensive.  Further- 
more the provision of the constitu- 
tion in its operation is very inequi- 
table in that it forces on the stoek- 
holder, who may have disposed of 
his holdings many years before the 
hank closed, a liability which, while 
accruing during his stock ownership. 
failed of being liquidated because of 
mismanagement of directors and of- 
ficers elected by later stockholders 
and in election he 


voice. 


which had no 

The national banking law pro- 
vides a much simpler method by de- 
fining the individual liability of 
shareholders in national banks as 
follows: ** The shareholders of every 
national banking association shall be 
held individually responsible, equal- 
ly and ratably, and not one for an- 
other, for all contracts, debts. and 
engagements of such association, to 
the extent of the amount of their 
stock therein, at the par value there- 
of, in addition to the 
vested in such shares.” 


amount in 


It further provides that the stock- 
holder who transfers his 
stock is relieved from liability, if 
such sale or transfer has been made 
more than 60 days prior to the clos- 
ing of the bank, and he has no 
knowledge of the bank’s insolvene, 


sells or 


It has been suggested that, upon 
the organization of a new bank, each 
stockholder be required to pay in 
double the amount of the par value. 
100% being credited to capital stock 
and the other 100% being escrowe:l 
as the stockholders liability for the 
benefit and use of the depositors in 
the event of the closing of the bank. 
In such event, the certificates of 
stock would show the interest in this 
escrow fund and the value of such 
share would be based upon the 200° 
payment. This, however, would not 
be practical in this state unless and 
until the present constitutional pro- 
Vision is removed. 

There are those who believe that 
a definite should be 
made between commercial and savy 
ings deposits. Under such condi- 
tions, commercial deposits would be 
payable only on demand and no in- 
terest would be paid upon them. 
Time deposits and savings accounts, 
upon which liberal time limits for 
withdrawals would be imposed and 
exacted, would be restricted to in- 
terest at a rate in keeping with mar- 
ket returns, it being permissible to 


segregation 
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invest the funds of such time and 
savings deposits only in govern- 
mental and other approved secu- 
rities. Payment of high and com- 
petitive interest rates was the prime 
factor in the mortality of many 
banks. 

Lyon Karr of Wenona, LIl., former 
president of our association and a 
most able bankex, recently made this 
statement : 

‘* Depositors of ‘Patient Money,’ ”’ 
as he terms deposits, 
‘*should be informed just how their 
money is invested. Thus being as- 
sured of its safety, they would have 
no qualms, and 
would not oceur.”” 


savings 


disorderly runs 


This supperts the principle laid 


down by the association at its last 
convention: ‘*‘Banks should be re- 
quired to make reports of  state- 
ment of condition in greater detail.”* 
Perhaps if the publie had been taken 
more into the confidence of the banks 
and had been given a*true and un- 
derstandable picture of conditions, 
there might have been less trouble 
and less heartaches. The people have 
become bank conscious, are more dis- 
criminating in the choice of deposi- 
taries and will insist on proper in- 
formation before selecting the bank 
with which they will want to do busi- 
The foundations of banking 
can be immeasurably strengthened 
by offering to the public more under- 
standable and honest statements. 


hess. 





As easy to buy as 
a cup of coffee 


In virtually every American 
community, you will find public 
telephones. The Bell System pro- 
vides 300,000 of these convenient 
stations, a total larger than that 
of all restaurants, hotels, lunch 
rooms and soda fountains put to- 
gether. It is literally easier to buy a 
telephone call than a cup of coffee. 

Making telephone service con- 
venient is important. People in 
their homes and places of work, 


as well as in public places, thus 
grow accustomed to this modern 
means of communication. 

Convenience, reliability, econ- 
omy, speed . . . these are the solid 
values which telephone service 
offers. By developing these values, 
the Bell System is carrying out its 
responsibility to investor as well 
as user. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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Mr. President - - - - 
2. 


How do you manage the personnel of 
your bank? 


What program do you have to keep em- 
ployees informed on the activities of your 
and other banks? 


How do you stimulate education of officers 
and employees? 


How do you develop and cultivate a desire 
for progress in every employee? 





How far do you carry a program of good 


health? 


How do you maintain a cooperative spirit 
throughout the organization? 


What method do you use to keep stock- 
holders, directors, officers and employees 
“customer conscious?” 





How successful presidents answer these ques- 
tions is told in “If | Were a Bank President.” 
This is a reprint of a series of articles under the 
same title and published in THE BANKERS 
MONTHLY. So many readers requ:sted the 
<4 series in more permanent form that it was re- > 
printed as a book. 

A copy is yours for five days free inspection, 
or you may have the book FREE with THE 
BAN!KERS MUNTHLY on approval for one 
year. 









Special FREE Inspection Offer 


RAND M°SNALLY & COMPANY 
536 S. Clark St., Chicago 


CL) Send us a copy of “If 1 Were a Bank President” by 
R.E. Porter. After 5 days we will either send you 
the $1.50 or return the book. 


(J Send us a copy of “If I Were a Bank President” by 
R. E. Porter and THE BANKERS MONTHLY for 
one year, and charge our account $5. After one 
year, you are to reimburse us in full if the subscrip- 
tion does not more than pay for itself. 








Public Relations The 

Keynote 
(Continued from page 613) 
present-day conditions. In his 
address, he told of the suecesful 
methods used by the National Shaw- 
mut Bank to help its customers 
develop business and thus enable 
the bank to grow with its cus- 
tomers. 

A really scientific approach to the 
public relations man’s job was made 
in the address of Allard Smith on 
the subject ‘‘Publie Psychology- 
And Its Present-day Relationship 
To Selling The Services Of The 
Bank.’’ Mr. Smith, executive vice 
president of the Union Trust Co. of 
Cleveland, covered the subject in a 
most practical way and this address 
alone was responsible for an inspira- 
tion that will enable those present to 
approach their jobs in the future 
with much more effectiveness. 

It seemed quite apparent that 
many banks are using the entire per- 
sonnel to secure new business. Sev- 
veral of the discussions were either 
definitely on the permanent sales de- 
partment idea, or referred to it. 

All in all, discussions regarding 
the technicalities of copy and layout 
were very few. Banking is consider- 
ing public relations these days, and 
is recognizing advertising as only 
one of the tools available for con- 
ducting the important public rela- 
tions work. 

The men who are specifically in- 
terested in the development of trust 
business held separate sessions, 
which were uniformly well attended. 
The unity in purpose and policy 
among these men was very evident. 
Their sessions were less concerned 
with public relations work in so far 
as it has to do with confidence, but 
were more directly planned to con- 
sider definite methods of influencing 
people to make use of corporate 
fiduciary services. 

The convention sessions were char- 
acterized by their thoroughness. 

The first day was started with a 
breakfast and program. The pro- 
gram was continued during the 
luncheon hour on each of the three 
days and special dinners in the even- 
ings were also featured by programs. 

The Association will sell its year 
book containing all the speeches and 
reports of the convention for $5 to 
non-members. The office is in the 
Continental Illinois Bank Building, 
Chicago. 
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How Buying Increased Sales | 


(Continued from page 615) 
modities now? The necessary facii- 
ities are ready.”’ 

* * * * 
‘*We believe these facts alone will 
continue to encourage buying in al- 
most every line. But there is one 


more selfish reason which goes be- | 


yond actual facts, and yet is as real 
as your own firm’s good-will: When 
you buy now you kindle a spark that 
runs all through the organization. . . 
a dynamic spark that says, ‘Come on 
now, let’s go,’ And then sales come.”’ 

This information is published not 


so much to commend Mr. Rand (he | 
deserves even more commendation | 
than we can give), but rather to en- | 


courage our readers to assume a 
similar attitude. 


We have all known that it is the | 
state of mind in which we find our- 
selves that causes delay in aggressive | 
business. If we change that state of | 


mind, if we determine that we are 
coing to go forward, we will go 
forward. No leader in any commu- 


nity can have a greater effect in this | 


respect than the banker. The banker 


who, with his customary reserve, an- | 


nounces faith in the future, is going 
to be recognized as a leader just as 
Mr. Rand is recognized by business. 


The Remington Rand experience | 
is proof of the theory that buying of | 


raw materials by the seller creates 
buying on the part of the consumer. 
Perhaps this can be interpreted in 
banking terms in this way: Aggres- 
sive effort for the increasing of de- 
posits is likely to result in increased 
confidence and sales of 


loeal loans. 
Those timid loan executives who 
fear any movement that appears to 


indicate a more liberal loan policy | 


may well dispel their fears and pro- 
ceed on the basis that their judg- 
ment will be used in exactly the 
same way as heretofore. No loan 


will be made that is not perfectly | 


good for the bank. But when a loan 
must be turned down, it will be 
handled in a way that will not dis- 
courage the applicant, but will 
rather be helpful to him in that the 
interview will show him how to pro- 
ceed to put his business into a con- 
dition that will enable him to borrow. 
Mr. Rand will surely be followed 
by others. Business is certain to con- 
tinue on the upgrade. The Ameri- 
can spirit will not allow it to go in 
the other direction for very long. 


money | 
through the placing of more good | 






















POSTAGE 
RATES 
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The increased cost of mailing 
checks, drafts and other transit 
items can be more than offset by 


preventing waste of time in han- 


dling this important business. 





Mail addressed to us is called for 
at the Post Office by our messen- 
gers at frequent intervals, day and 
night, thus giving our correspond- 
ents the benefit of an automatic 


special delivery service free of cost. 





Our continuously operating 


transit and collection departments 
reduce the time of converting 
collections into cash by one to 
three days. 


Vv 
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PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 








Capital and Surplus - - - 





$42,000,000 
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Frank M. Gordon To Be President Of 


Investment Bankers Association 


NASMUCH as nomina = 
l tion by the board of | 
governors has always been 
followed by election at the 
convention, it is safe to 
announce that Frank M. 
Gordon, vice president of 
the First National Bank 
and the First Union Trust 
and Savings Bank = of 
Chicago, will be the next 
president of the Invest- 
ment Bankers Association 
of America. 

He was nominated by 
the board of governors at 


its recent meeting, and the 
election will take place at 
White Sulphur Springs, 
West Virginia, at the time of the annual 
convention, October 22-26. 

Mr. Gordon is the third Chicago banker 
to be seleeted, for this honor. He succeeds 
Col. Allan M. Pope of New York, presi 
dent of The First of Boston Corporation. 

Mr. Gordon’s experience particularly fits 
him for this important position. His 
entire business career has been with the 
First National Bank of Chicago and its 
affiliated organizations, but much of his 
work has been connected with investment 
matters. He is, for example, at the presen‘ 
time president and director of the Inves 
tors Protective Bureau of Chicago, and 
has completed service on several of the 
technical and administrative committees 
of the Investment Bankers Association 
He is vice president and director of the 
National Safe Deposit Co. and vice presi 
dent and director of the First Trust 
Joint Stock Land Bank of Chicago. He 
is also treasurer of the University of 
Illinois, and treasurer of the Board of the 
Lincoln Park Commissioners, Chicago. 

The Investors Protective Bureau of 
Chicago was organized by investment bank 
ing and brokerage houses and banks to 
help prevent fraud in the sale of securi- 
ites, 

Other nominations made by the board 
of governors are as follows: 

For executive vice president, Allen H. 
Little, Chicago. 





Harotp E. CHOATE has been promote:| 
from assistant vice president to vice presi 
dent of the Liberty Bank of Buffalo at 
Buffalo, N. Y. He is in charge of public 
relations. GrorGe C. LEHMAN, former 
manager of the business service depart- 
ment, has been elected assistant vice presi- 
dent, and will be associated with Mr. 
Choate’s department. 
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For vice presidents : 
George W. Bovenizer, 
Kuhn, Loeb & Co., New 
York; James H. Daggett, 
Marshall & Ilsley Bank, 
Milwaukee; Edward Hop- 
kinson, Jr., Drexel & Co., 
Phildelphia; Donald 
O'Melveny, Union Com- 
pany, Los Angeles; C. T. 
Williams, C. T. Williams & 
Company, Ine., Baltimore. 

For treasurer, E. C. 
Wampler, Lawrence Stern 
and Company, Chicago. 

For secretary, C. Long- 


FRANK M. GORDON ford Felske, Chicago. 


For members of the 
board of governors for 
one-year terms: Allan M. Pope, The 
First of Boston Corporation, New York; 
Theodore F. Smith, Chase Harris Forbes 
Corporation, Pittsburgh, to fill the unex- 
pired term of Donald O’Melveny, nomi 
nated for vice presidency; George H. 
Nusloch, Hibernia Securities Company, 
Ine., New Orleans; Otho CC. Snider, 
Prescott, Wright, Snider Company, Kansas 
City, to fill the unexpired term of George 
W. Bovenizer, nominated for vice presi 
dency; Harry B. Wagner, First Securities 
Corporation, Grand Rapids. 

For members of the board of governors 
for two-year terms: E. Gerald Hanson, 
Hanson Bros., Ine., Montreal; Claude G. 
Rives, Jr., Whitney Trust and Savings 
sank, New Orleans. 

For members of the board of governors 
for three-year terms: F. Seymour Barr, 
Barr Brothers & Co., Ine., New York; 
Pierpont V. Davis, National City Com 
pany, New York; William T. Bacon, 
Bacon, Whipple & Co., Chicago; Sydney 
P. Clark, E. W. Clark & Co., Philadelphia ; 
Henry Hart, First Detroit Company, Inc., 
Detroit; Lewis B. Williams, Hayden, 
Miller and Company, Cleveland; John R. 
Longmire, I. M. Simon & Co., St. Louis; 
Albert P. Everts, Paine, Webber & Com- 
pany, Boston; John C. Legg, Jr., Mae- 
kubin, Goodrich & Co., Baltimore; George 
P. Hardgrove, Ferris & 
Seattle. 


Hardgrove, 





M. B. SLAUGHTER, trust officer of Mer- 
chants National Bank, Mobile, Ala., has 
been promoted to vice president and trust 
ofticer. He was formerly connected with 
the Holston-Union National Bank of 
Knoxville, Tenn. as trust officer but has 
served the Merchants for some time 
with success as his present promotion 
indicates. 


New Name For Detroit Bank 


The First Wayne National Bank of 
Detroit has decided to change its name 
to the First National Bank—Detroit. The 
name, First Wayne National Bank of 
Detroit, came about through the merge: 
which took place in recent months. The 
value in the name First National Bank, 
however, is so great that it has been deemed 
wise to return to it. This announcement 
has been made by Wilson W. Mills, chair 
man of the board. 

It is expected that operation will be 
under the new name by October 6. 

It is interesting to note the three reasons 
for the change of name given by Mr. 
Mills. They are: 1. The new name _ is 
more simple and easy to remember. It 
reflects the position of the bank in the 
financial life of the city. 

2. The new name emphasizes the fact 
that it is a Detroit bank—an important 
thing to emphasize in dealings with banks 
throughout the world. The present name 
emphasizes Wayne County instead of 
Detroit. 

3. The original First National Bank, 
founded in 1863, is the oldest constituent 
bank in a large number of banks which 
have combined to make the present organ 
ization. It is fitting that the old and 
honored name of ‘‘ First National’? should 
designate the institution of which it has 
become a part. 

No changes in management, capita! 
structure, ownership or personnel are con 
templated. 


Two New National Banks 
For Chicago 


It would appear that federal legislation 
already enacted and likely to be enacted 
in the immediate future has eneouraged 
the organization of at least two national! 
banks to take the place of state banks. 

The first announcement was made by 
the Continental Illinois Bank & Trust Co. 
of Chicago, in which it was stated that its 
directors had decided to recommend that 
the bank secure a national charter. 

A little later, information was forth 
coming that the Central Republic Bank & 
Trust Co. has planned to organize «a 
national bank to take over the state bank. 

Seemingly these institutions will reap a 
number of benefits in addition to those 
provided by the new laws. Perhaps on 
of the greatest of these is the improve: 
confidence of the general public that 
usually follows the organization of a na 
tional bank. 

The inerease in trust business suggests 
another advantage which culminates largely 
in increased confidence. The trust depart 
ment of a national bank must secur 
uninvested trust funds by the deposit of 
bonds, whereas such funds in a state insti 
tution are not so protected, 
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Two New Officers For Union 
Guardian Trust Co. 


Announcement has been made that C. H. 
Haberkorn, Jr. has been elected senior vice 
president, and Herbert R. Wilkin has been 
elected vice president of the Union 
Guardian Trust Co. of Detroit. This is 
a unit of the Guardian Detroit Union 
Group, Ine. 

Mr. Haberkorn will have charge of the 
corporate trust department in which the 
aetivities of the stock transfer department 
and industrial department are coordinated 
with the general corporate trust services 
of the company. 

Mr. Wilkin will be in charge of the loan 
department. . 


ArnoLp J. Mount, former president of 
the Bank of Ameriea N. T. and 8S. A,, 
has been elected executive vice president 
of the Central National Bank of Oakland, 
Calif. 


ALLEN F. Ayers, former president of 
the Ohio State Bank & Trust Co., Akron, 
., is now vice president, Guardian Trust 
(o., Cleveland. He has been connected 
with the Guardian bank as a special agent 
for the last six months. 


Colonel Walsh Adds 


Another Directorate 


James L. Walsh, executive vice presi 
dent of the Guardian Detroit Union Group, 
Inc., has been eleeted a director of the 
(American Manufacturers Export Associa 
tion. James D. Mooney, president, in 
avnouncing Mr. Walsh’s election, declared: 
** Detroit is keenly interested in the devel 
opments of America’s foreign trade and, 
through Mr. Walsh’s position and con 
nection, he is in a position to feel th 
pulse of exporters and to give the associa 
tion the benefit.’’ 


P. F. SCHUMACHER has been elected to 
the executive committee of the Security 
First National Bank at Los Angeles, 
Cal, succeeding John B. Miller. Mr 
Schumacher is a director of the bank and 
member of the real estate loan committee 
and one-time cashier of the old Guaranty 
Trust & Savings Bank, which was absorbed 
by the Security-First National institution 
in 192], 


JoHN H. RuMBaveH, formerly vice 
president in charge of the Government 
-ecurities «division of the Continental 
Illinois Bank & Trust Co., of Chieago, 
has been appointed vice president of C. 
F. Childs & Co., Chieago. 


R. M. FIBLE, Jk., vice president of the 
Liberty Bank & Trust Co., Louisville, Ky. 
has been elected a member of the board 
of directors and W. L. BorGerpine, 
tormerly assistant vice president, has been 
made viee president. 


CHARLES RicHTEeR, formerly vice presi 
dent of the National Safety Bank, New 
York City, has been made chairman of the 
hoard. MAx J. SCHNEIDER, vice president, 
has been advanced to the presidency. 













1,267 PLANTS 


in Associated Areas 
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sit MODERNIZE 
i 
- a 
Pe i a 
i @ Industrial concerns have taken advantage of 


the depression to modernize their plants by sub- 
stituting electricity for other forms of power 
and gas for other kinds of heat. During the year 
ended April 1932, industrial electric customers 
in the United States increased by 39,578, in- 
dustrial and commercial gas users by 12,600. 


In Associated areas, 1,267 companies have 
recently modernized their industrial methods 
with electricity and gas. The added electric 
load from this new business is 221,821 kilo- 
watts, which is almost twice the present capa- 
city of the System’s largest generating station. 


Improvement in basicindustrial activity should 
be accompanied by a sharp rise in the use of 
electricity and gas by Associated industrial cus- 
tomers. The Associated System serves 25,028 
industrial concerns, which represent 285 dif- 
ferent industrial classifications. These customers 
are located principally in New York, New Jersey, 
Pennsylvania, and Massachusetts. 





For information about facilities, service, rates, write 


Associated Gas & Electric System 
61 Broadway New York 








EVENT DATE PLACE 
American Bankers Association October 3-6 Los Angeles, Calif. 
Delaware Bankers Association September Rehoboth 
Investment Bankers Association Oct. 22-26 ae Springs, 
. Va. 
Mid-Continent Trust Conference Nov. 17-18 Milwaukee, Wis. 
Mortgage Bankers Association Oct. 11-13 Niagara Falls 
Nebraska Bankers Association Nov. 3-4 Omaha 
New Hampshire Bankers Association and New 
Hampshire Savings Banks Association Oct. 8 Whitefield, N. H. 
New Jersey Bankers Association Fourth Annual! 
Trust Conference Nov. 17-18 Paterson 
Robert Morris Associates Oct. 24-26 Niagara Falls, N. Y. 
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CURRENT BANKING CHANGES 


Banks not reported in Rand M¢Nally Bankers Directory, July 1932 Edition, indicated by a * 





State «& Town 


Alabama 
Evergreen 

California 
Highland 


Needles 


Florida 
Fort Myers 
Illinois 
Astoria 
Champaign 


Iowa 
Osceola 


Maryland 
New Windsor 
Williamsport 
Michigan 
Benton Harbor 


Flushing 
Monroe 


Montrose 
Nebraska 
Dalton 
Sargent 
New York 
Massena 


Ohio 
Alliance 
Canton 
Cedarville 
Hebron 
Louisville 
North Canton 
(Br. P. O. of Canton) 

Oregon 
Milton 
Portland 

South Carolina 
Buffalo 
Lockhart 
McColl 
Mullins 
Union 


Tennessee 
Hickman 


Orlinda 
tah 
Provo 


Wisconsin 
Lyndon Station 


NEW BANKS ORGANIZED 
AND BANKS REOPENED UNDER SAME TITLE 


23 Reopened banks; 1 National; 20 State and 2 State bank branches 
10 New banks; 1 National; 5 State and 4 State bank branches 


NaME OF BANK AND TRANSIT NUMBER 


*Bank of Evergreen 61-553 (Opened Sept. 2) 


*First Bank of Highland 90-607 
(Reopened Sept. 1) 

*Bank of America (Branch of San Francisco) 
90-1334 (Open Sept. 1) 


*Lee County Bank & Trust Co. 63-329 
(Reopened Aug. 29) 


*Astoria State Bank 70-759 (Reopened Aug. 31) 
*First National Bank in Champaign 70-195 
(Reopened Aug. 31) 


Decatur County State Bank (Office of Leon) 
(Open Aug. 17) 


*New Windsor State Bank 65-299 (Opened Sept. 1 ) 


Savings Bank of Williamsport 65-86 
(Reopened Aug. 25) 


*Benton Harbor State Bank 74-178 
(Reopened Sept. 6) 
Peoples State Bank 74-468 (Reopened Aug. 15) 
Monroe State Savings Bank 74-215 
(Reopened Aug. 27) 
Montrose State Bank 74-749 (Reopened Aug. 22) 


*Dalton State Bank 76-699 (Reopened Sept. 8 
*Farmers State Bank 76-354 (Reopened Sept. 3) 


*Massena Banking & Trust Co. 50-525 
(Reopened Aug. 30) 


City Savings Bank & Trust Co. 56-186 
(Reopened Aug. 26) 

The George D. Harter Bank 56-70 
(Reopened Aug. 24) 

Farmers & Traders Bank (Cedarville Office of 
Jamestown) (Open Aug. 22) 

Licking County Bank (Branch of Newark) 56-1378 
(Open May 15) 

The Geo. D. Harter Bank (Branch of Canton) 
56-667 (Reopened Aug. 24) 

The Geo. D. Harter Bank (Branch of Canton) 
56-1068 (Reopened Aug. 24) 


*Valley National Bank 96-329 (Open Sept. 10) 
*Southeast Portland Bank 24-85 (Open Sept. 12) 


Bank of Buffalo 67-510 (Reopened Aug. 29) 
Lockhart Bank 67-516 (Reopened Aug. 29) 
Citizens Depository, Inc. (Open Sept. 1) 
Anderson Brothers Depository, (Open Aug. 22) 
Nicholson Bank & Trust Co. 67-100 
(Reopened Aug. 8) 
Bank of Hickman 87-396 (Reopened Aug. 25) 
Bank of Orlinda 87-446 (Reopened Aug. 27) 


Farmers & Merchants Bank 97-18 
(Reopened Aug. 16) 


Lyndon State Bank 79-783 (Reopened Aug. 25) 


CAPITAL 


$25,000 


55,000 


100,000 


50,000 
150,000 


25,000 


81,220 


25,000 
200,000 


20,000 


25,000 
25,000 


150,000 


200,000 


500,000 


25,000 
50,000 


5,000 
10,000 
2,500 
2,500 
200,000 
20,000 
20,000 
100,000 


20,000 


SURPLUS & 
PRoFITs 


$ 5,000 W. M. Newton 


Surplus 


_ 


Un. 


Un. 


64,990 M. M. Randall 


2.770 F. IL. Holmes 


12,080 John Skinner 
160,000 N. M. Harris 


5.000 N. C. Graybill 


C.A Conkey 


C. N. Talbot 
L. W. Newcomer 


A. B. Wood 


J. A. Walford 
5,750 R. L. Sweet 


P. H. Falter 


130,000 S. L. Sturgeon 


350,000 Harry R. Jones 


R. G. Still 
25,000 J. H. Mackie 


2,510 Emslie Nicholson 
Profits 
1,710 J. R. Fant 
Profits 
L. L. MeLaurin 
B. B. Anderson 
5,010 E. Nicholson 
Profits 
700 N.S. Ashley 
Profits 
H. W. MeNeeley 


Alex. Hedquist 


R. H. Laabs 


PRESIDENT 


CASHIER 


O. C. MeGehee 


V. A. Smith 


T. W. Andrews, Managet 


J. H. Fears 


C. O. Moore 
J. B. Prettyman 


Julian F. Frost, in charge 


E. C. Gilbert 
E. I. Eshleman 
E. C. Fisher 


Mylo Rogan 
J. D. Cook 


E. W. Swain 


R. F. Buchanan 
E. T. Larson 


C. J. Kellenburg, Treasurer 


C. M. Baker 


Jay L. Goodin 


J. L. Ault, Manager 

F. E. Clapper, Manager 
A. G. Diefenbach, Manag 
Fred C. Stevens 

R. H. Tisdale 

G. C. Perrin 

J. 8. Herin 

Mrs. L. L. McLaurin 
R. L. Goodyear 

M. A. Moore 

J. W. Nixon 

H. M. Johnson 

J. A. Malia 


E. J. MeNamara 





Banking Situation Improved 


A decided improvement in the banking 
situation is apparent. Not only is there 
a definite drop in the number of bank 
closings and in the number of consolida- 
tions, but there is a very definite increase 
in deposits. One banker in Chicago, for 
example, remarked that if the deposits of 
his bank kept on increasing at the rate 
they are now coming in voluntarily, the 
bank would have to have larger quarters 
within a year to handle the customers. 
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No effort is being made, he said, to 
secure new depositors, but confidence is 
returning so fast that those who have had 
money put away are bringing it into his 
bank. 

As an example of the improvement in 
the situation, the figures recorded on these 
pages may be compared with those of 
April, 1932. In April, 84 consolidations, 
mergers, and so on, and 133 closed banks 
were reported; whereas in this issue, only 
27 consolidations, mergers, and so on, and 
71 closed banks are reported. Thus we 


have 98 adjustments reported in this issue 
as compared to 217 in April. 

Another indication is given by the 
figures for September 15 reporting the 
changes for the preceding week. Only 17 
banks were reported closed in that week, 
and that is 46.1% under the weekly averag: 
of 1932, and 77.6% under the weekly 
average of September, 1951. 

Of the 17 banks reported closed during 
that week, only one had deposits of more 
than $325,000. 
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CHANGES DUE TO CONSOLIDATIONS 


ABSORPTIONS AND CHANGES IN TITLE 


3 Purchases; 1 Title Change; 3 Consolidations; 4 Taken Over: 8 Mergers 
1 Succession; 4 Reorganizations; 3 Moved 


PRESENT NAME AND 


State & Town Taanswe Noweun ForMeR NAME How CHANGED CAPITAL gay PRESIDENT 
kansas 
Lake Village *First National Bank in Lake First National Bank Organized new $50,000 $19,000 B. C. Clark 
Village 81-598 (Opened (Closed 10/2/31) bank which 
Sept. 10) purchased old 
bank 
California 
Sonora *Bank of America, Sonora Br. First National Bank and Taken over by 
90-765 Tuolumne County Bank Bank of 
America 
National Trust 
& SavingsAssn. 
e and consoli- 
dated with 
Bank of 
America, 
Sonora Branch 
Eff. Aug. 13 
Florida ’ 
Bradenton *First National Bank 63-108 Manatee County State Bank, Consolidation 
Palmetto, with First 
National Bank, Bradenton 
Illinois 
Chicago Pullman Trust & Savings Burnside Trust & Savings Business acquired 
Bank 2-104 Bank Aug. 12 , 
El Paso *E] Paso National Bank First National Bank Assumed deposits 35,000 5,250J. R. McKinney 
70-734 (Closed 12/18/31) of old bank and 
opened Sept. 1 
Glasford *Glasford State Bank Farmers State Bank Reopened Sept. 6 50,000 7,500J. I. Maple 
70-1318 (Closed 1/22/32) under new title 
Ridgway Gallatin County Bank State Bank of Omaha, Merger, Rep. 
70-854 Omaha with Gallatin Aug. 23 
County Bank, Ridgway 
Indiana 
North Vernon *Union Bank & Trust Co. North Vernon National Bank, Consolidation John Clerkin 
71-419 North Vernon and Butler- Eff. Aug. 29 
ville State Bank, Butler- 
ville 
Kansas 
Tescott *Bank of Tescott 83-628 Farmers State Bank with Merger 
Bank of Tescott Eff. Sept. 10 
Louisiana 
De Ridder *First National Bank 84-99 State Bank of Merryville, Consolidation 100,000 54,650 J. H. MeMahon 
Merryville with First Na- Eff. Aug. 18 
tional Bank, De Ridder . 
Norco St. Charles Bank & Trust Co. Goodhope State Bank, Good- Deposit liabilities 
84-428 hope, La taken over 
Rep. Aug. 12 
Michigan : 
Bellevue *Peoples State Bank 74-469 Bellevue State Bank Reorganization 40,000 E. E. Hamilton 
Closed 5/9/32) Eff. Sept. 3 F 
Negaunee First National Bank 74-195 Negaunee National Bank Taken over 100,000 180,060J. H. Winter 
Aug. 15 
Minnesota 
Belleplaine *State Bank of Belle Plaine Farmers State Bank, Assets and 30,000 15,490 J. S. Effertz 
75-316 Blakeley deposit taken 
over Aug. 29 
Mississippi 
Collins Bank of Seminary 85-390 Bank of Seminary, Seminary, Moved to 10,000 4,480 Leroy Davis 
(Reopened 6/7 /32) Collins, Aug. 1 Surplus 
Gulfport Hancock County Bank Hancock County Bank Moved to 
85-368 (Branch of Bay-St. Louis) Gulfport 
’ Long Beach, Miss. Aug. 15 
Missouri 
St. Louis Guaranty-Plaza Trust Co Guaranty Bank & Trust Co. Merger 200,000 133,520 F. R. von Windeg 


4-115 and Plaza National Bank Eff. Sept. 6 ger 
New York 
Adams Citizens and Farmers Trust Citizens Trust Co. and Merger 150,000 150,000 D. F. Griggs 
Co. 50-586 Farmers National Bank Rep. Aug. 23 
Ohio 
Akron The Standard Bank of Akron Standard Savings Bank Title 100,000 50,000 H. J. Adams 
56-1311 Eff. Sept. 1 
Coshocton Commercial National Bank Central Bank with Merger 150,000 232,750Geo. W. Cassing- 
56-278 Commercial National Bk Eff. Aug. 11 ham 
Oklahoma 
Drumright Citizens Bank 86-675 Citizens Bank, Shamrock Moved Aug. 15 10,000 5,430C. H. Seger 
Pennsylvania 
Pittsburgh Homewood Bank at Pitts- Homewood Peoples Bank Reopened under 100,000 50,000 H. G. Nevin 
burgh 8-85 (Closed 10/21/31) new titleSept.7 
Stroudsburg First-Stroudsburg National First National Bank and Merger 325,000 W. K. La Bar 
Bank 60-747 Stroudsburg National Bk Eff. Aug. 3 
Texas 
San Antonio South Texas Bank & Trust City-Central Bank & Trust Reorganization 150,000 50,000E. J. Miller 
Co. 30-12 Co. (Closed 9/28/31) Eff. Sept. 20 
Virginia 
Gate City First & Peoples National Bk. First National Bank and Merger 50,000 D. C. Sloan 
68-269 Peoples National Bank Eff. Aug. 16 
Pembroke Bank of Giles Co. Bank of Pembroke Succeeds 
(Branch of Pearisburg) Sept. 1 
68-467 
Pennington Gap Lee Bank & Trust Co. Pennington Gap Bank, Merger 50,000 M. D. Kelley 
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68-416 Pennington Gap, Bank of 
St. Charles, St. Charles, 
Peoples Bank, Dryden, and 
Citizens Bank of Lee 
County, Jonesville 


Eff. Aug. 17 
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R. C. 
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W.S. Pendleton 


L. B. Hagy 
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Banks Reported Closed 


with closing dates and transit numbers. 


Florida 

Ellenton 
Vol. Liq. 

Sarasota 
Aug, 29. 


State 63-295— 
15. 


Sarasota. 


Ellenton 
Rep. Aug. 
*Bank of 


Bank, 
63-194- 


Georgia 


Hampton—W. 38S 
(Private) 64-1111 


Loftis Banking Co. 
Liquidated. 


Idaho 
boise- 
92-1 
Buhl 
31. 
Caldwell—*Caldwell 
—Aug. 31. 
Kagle—*Bank of Eagle 
Emmett—*Bank of Emmett. 
31. 
(renesee—*Genesee 
107—Sept. 7. 
Meridian—* Meridian 
-——Aug. 31. 
Nampa—* Nampa 
Aug. 31. 
Parma—*Parma 
—Sept. 1. 
Rupert—*Rupert 
Aug. 31. 
W eiser—* Weiser 
Aug. 31. 


National 
31. 
State 


*First Bank of Idaho. 
Aug. 
*Buhl 


Bank. %2-274—Aug. 


State Bank, §2-51 
92-160—Sept. 1. 
92-84—Aug. 


Exchange Bank. #2- 


State Bank, 92-255 


State Bank. 92-277 


National Bank. 92-265 


State Bank. 92-283 


State Bank. 92-285— 


Illinois 
Lawrenceville 
494—-Aug. 20 

Marengo—* First 
—Suspended Aug. 27. 

New Windsor—Farmers State 
1863—Aug. 19. 

Preemption—Preemption State 
1536—Aug. 22. 

Troy—Troy Exchange 
Vol. Liq. 


First National Bank, 74- 


National 


) 


Bank. 70-656 


Bank. 70- 


7- 


Bank. 


Bank. 70-1650- 


Indiana 

Hymera—*Hymera 
Sept. 6. 

Orleans—*Citizens 
Sept. 6. 

lNoanoke—*First & 
71-895—Sept. 8 

Royal Center—-Royal Centre State 
71-602—Aug. 24. 


State Bank. 


State Bank. 


Farmers State Bank. 


Bank. 


lown 
Belle Plaine— 
ings Bank. 72- 
Indianola—First 
—Aug. 11. 
Morton Mills—Bank of Morton 
(Private) 72-1733—-Aug. 8. 
Osceola—lIowa State Bank. 72-354 
16. 
Rembrandt—Farmers 
1792—-Aug. 16. 
Thornburg—Thornburg 
72-1614—Aug. 18. 
Wall Lake—Farmets State 
Aug. 19. 


Belt 
Sept 
National 


Trust & Sav- 
12 


Bank. 


Corn 

2Q9_ 
a ~s) o-9 
72-273 
Mills. 
—Aug. 


State Bank. 72- 


Savings Bank. 


Bank. 72-820 


Kansas 
Climax—Climax 

Aug. 17. 
(;em—Gem 


State Bank 


State Bank. 83-844 


Maryland 


saltimore-—Vark Dank. 7-76 Aug. 11 


Michigan 
Center 


ings 


Center 
74-1071 


Line- 
Bank. 


Line State 
Suspended 


Sav- 
Aug. 
Daggett—*Dageett 
—Aug. 30. 
Lawrence—Home 
Suspended Aug. 
Memphis—Memphis 
Suspended 
Powers—*First 
Sept. 1. 


State Bank. 74-933 
State 
18. 
State 
Aug. 17. 
State 


Bank 74-968 


Bank. 74-518 


sank. 


Minnesota 

Garfield—* Garfield 
Sept. 7. 

Glencoe—* Bank 
31. 

New <Auburn—*State Bank ot 
Auburn. 75-868—Sept. %. 

Perham—Farmers State Bank. 
Aug. 23. 

Sunburg—*Farmers 
—Sept. 2. 


State Bank, 75-75%- 


of Glencoe, 75-234—Aug. 


New 
75-1542— 


State 75-950 


bank, 


Missouri 
Aullville—Aull ville 


1%. 
Faucett—* 
31. 
Lentner—Bank of 
Aug. 26. 
Louisiana 
Aug. 9. 
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Bank. 80-875—Aug. 


Bank of Faucett. 80-980—-Aug. 


Lentner. 80-1063- 


Mercantile Bank, 80-200 


OO’ Fallon—Commercial 
Aug. 22. 


Bank. 


80-575- 


Owensville—Farmers & Merchants Bank. 


80-1431—Aug. 16. 
Rhineland—* Rhineland 

Sept. 6. 
St. James 

Aug. 


Bank. 


Bank of St. James. 80-481- 


Montana 
Superior 
Aug. 26. 


Superior State Bank. %3-351- 


Nebraska 

Hooper- 
Sept, 12. 

York—-*American’ Trust Co. 
In process of liquidation. Rep 
Treas. Sept. 3. 


*Hooper State Bank. 76-33 


76-1047 


North 


Milton 
Aug. 


Dakota 
First 
10. 


National Bank. 77-269- 


Oklahoma 

Drumright—Prumright 
997—-Aug, 13. 

Ralston—First 
—Aug. 1. 


State Bank. 


Commerce Bank. 


Oregon 


Ontario—Ontario 
—Aug. 31. 

Vale—Vale 
31 


National Bank. 


National Bank. 96-315- 


Wasco—*Bank of Commerce. 96-142——-In 


hands of State Banking Dept. Sept. 


80-845— 


by Sec- 


86- 


86-527 


wi 


96-105 


Aug. 


South Dakota 
Geresford—Security 
—-Suspended Aug. 25. 
Crooks—Crooks State 
Suspended Sept. 3. 
Oacoma—F. A. Smith 
78-426—Liquidating. 


State Bank, 78-126 


Bank. 78-657 


Bank 
tep. Aug. 


(Private) 
20, 
‘Tennessee 
Columbia—Phoenix 
Liquidating. 
Sevierville—First 
—Suspended 


Trust Co. 87-88— 


National 
Aug. 12. 


Bank. 87-717 


Texas 

Laredo—Mexican-American 
& Banking Co. (Unine.) 
1932. 

Sweet Home—Valenta Bros. 
(Private) 88-1592--Aug. 4. 


Commercial 
88-34—June 


Bankers 
Virginia 


DBluefield—Twin City 
201—Suspended 


National 68- 


Aug. 22. 


Bank. 


West Virginia 


Williamson—Williamson State Bank. 69- 
4106—Sept. 6. 


Wisconsin 

Hatley—Hatley State Bank. 7%-914—Sus- 
pended Aug. 29. 

Rewey—Rewey State 
Suspended Aug. 17. 


Bank. 79-664 
Wyoming 


Riverton—Riverton 
Aug. 18. 


State Bank. 99-94- 


NEW BANKS REPORTED IN PROCESS OF ORGANIZATION 


tI ndicates Press Report 


5 State Banks; 


NAME OF BANK 


State « Town 


Arkansas 
Nashville t*The Mineral Springs Bank- 
ing Co. 

Iowa 
La Porte City T*Waterloo Savings Bank 
(Branch office of Waterloo) 

+*Farmers State Bank 
(Branch office of Grafton)) 


Northwood 


Mississippi 
Corinth 
New Jersey 

Plainfield 


Corinth Bank & Trust Co 
+*Fourth National Bank of 
Plainfield 


South Carolina 


Chesnet T*Chesnee Cash Depository 


Manning t*Clarendon Cash Depository 


Virginia 
Clintwood 1*Cumberland Bank of Clint- 


wood 





Provi 





each 


CapPImraL 


2 State Bank Branches; 1 National Bank 


SURPLUS « 


CORRESPONDENT 
PRrorits _ : 


$10,000 . W.D. Dillard, T. J. Webb, 


among directors 


Glenn C. Teeter, in charge 


W. R. Johnson, in charge 


35,000 


200,000 $200,000) Wm. W. Coriell, Pres 
Horace Staples, Temporary 


Cashier 


V. R. Hatchette, President, 
W. GO. Hines, Secretary 
Treasurer 

T. H. Stukes, President, 
F. C. Reedy, Vice President 
and Cashier 


and 





dea 
BLUE Book 


for 


executive 


Officers need the up-to-date 


information 


in the new BLUE 


BOOK. It contains complete facts 
on practically everything connected 
with banking. » * ” 


RAND MSNALLY & COMPANY 
536 S. Clark Street, Chicago 


Readers will confer a favor by mentioning THE OCTOBER 1932 BANKERS MONTHLY when writing to our advertisers 





